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Eprror’s Note: Some long-established ideas as to how 
farm products are marketed will be changed by the conclu- 
sions reached in the following article. Mr. Shepherd's dis- 
cussion is based upon materials in his work “ Agricultural 
Price Analysis,” published by the Iowa State College Press 
at Ames, Iowa. 


EADERS OF THIS JOURNAL are well 
R aware that the agricultural market- 
ing system has been passing through a 
revolution during the past 20 years. It 
is rapidly becoming decentralized. Prior 
to 1920, the major part of the stream of 
farm products flowed through the large 
central markets at Chicago, Kansas 
City, Minneapolis, etc., on its way from 
the producer to the consumer. Today a 
major share of most farm products flows 
through a decentralized marketing sys- 


tem that shortcuts the central markets 
entirely. 


~ In the old central market system (ac- 
tually it was a local-market-and-central- 
market system) the goods _ passed 
through several hands on their way from 
producer to consumer. Farm products 
were first assembled by horse and wagon 
at innumerable small local markets out 
in the country, made up into carload lots 
and sent either by the farmer or by the 
local dealer to the large central markets. 
The newer decentralized market system 
cuts out some of those steps. It is based 
upon a sort of intermediate market, in- 
termediate in size and number between 
the local markets and the central mar- 
kets. In these markets the goods pass 
directly from the hands of the farmer (or 
of his local dealer) into the hands of the 
processor or retailer. 
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The shorter route from the producer 
to the consumer is not necessarily better 
than the longer route. But powerful 
forces must have been at work to bring 
about this revolutionary change from 
centralized to decentralized marketing. 
The consequences have been widespread, 
and not all to the good. The process of 
price determination has become decen- 
tralized as well as the movement of the 
physical goods, and the collection and 
dissemination of market news about 
prices, receipts, shipments, etc., has be- 
come more complex and difficult. The 
purpose of this article is briefly to show 
the extent of the decentralization of 
agricultural marketing, to reveal the 
causes of the change, and to outline the 
chief problems that it has created. The 
article will then conclude with sugges- 
tions for dealing with some of the prob- 
lems. 


ExTENT OF CHANGE 


The best data to show the extent of 
the decentralization of agricultural mar- 
keting in quantitative terms are the live- 
stock marketing statistics compiled by 
the Agricultural Marketing Service. 
They show the percentages of livestock 
sold through the decentralized market- 
ing system by months since 1923. 

The percentages differ for the different 
kinds of livestock, but they are all alike 
in one respect: The percentages sold 
“direct” have all more than doubled 
since 1923. More than half the hogs in 
the United States are now sold direct, 
through the decentralized marketing 
system. In Iowa, the percentage is about 
70. These shipments move from the pro- 
ducer to the consumer without going 
through the large central markets. 

Statistics on other commodities are 
scarce, but dealers say that the same sort 
of change has been taking place in the 


marketing of other farm products. In 
grain, in cotton, in fruits and vegetables, 
in butter, the story is the same. 


CAUSES 


The local and central market system 
reflected the transportation and com- 
munication facilities existing at the time. 
During the nineteenth century, two dif- 
ferent classes of transportation were 
available—the horse-drawn wagon, 
adapted to small lots but limited to dis- 
tances of a few miles, and the railroad 
and steamship, adapted to large lots and 
long distances. The market system also 
reflected two different classes of market 
information—word of mouth at local 
markets, and the telegraph associated 
with central markets. Finally, because of 
the lack of commodity standardization 
goods had to be purchased on the basis 
of inspection, which meant that the de- 
termination of price and transfer of title 
had to be performed in the presence of 
the goods, or at least in the market where 
the goods were. The physical goods had 
to follow the same geographical route as 
the economic processes of price deter- 
mination and transfer of title. 

The revolutionary change from the 
centralized market to the decentralized 
market that took place after World War 
I similarly reflected basic technological 
changes in transportation and communi- 
cation. In transportation, the introduc- 
tion of the high speed truck and the rapid 
extension of concrete highways were 
major events. These changes reduced the 
cost and improved the speed and reli- 
ability of the short-haul movement of 
goods to market. Goods could be assem- 
bled and dispersed in large enough vol- 
ume for efficient processing at the 
markets in small towns or cities out in 
the country as cheaply, rapidly, and con- 
tinuously as at the great terminal or cen- 
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tral markets in metropolitan centers. 
From the physical point of view, the 
marketing job could be done as well at 
small cities in the country such as Austin 
or Waterloo as at Chicago or Kansas 
City. 

The truck and the paved highway 
made decentralization of the handling of 
the product physically possible. By a 
fortunate coincidence, a second inven- 
tion came along at the same time and 
made that decentralization economically 
coherent. This second invention was the 
radio. In its field, communication, it was 
a perfect parallel to the other invention 
in its field, transportation; for the radio 
is the perfect instrument for disseminat- 
ing market news to the decentralized 
market. The truck and the concrete high- 
way scatter “the market” over the whole 
producing area; the radio similarly scat- 
ters the market news over the whole area 
right into the producers’ homes. The 
one complements the other. 

The radio would not have been of 
much use if there had been no market 
news to broadcast. The federal govern- 
ment, well aware of the market decen- 
tralization that was taking place and 
alive to the potentialities of the radio, 
vastly expanded its news-reporting serv- 
ice in the 1920’s, and still more in the 
1930’s using all three agencies—the press, 
the telegraph and telephone, and the 
radio. It did its best to decentralize its 
market news step by step with the de- 
centralization of physical marketing. It 
also made great strides in commodity 
standardization. There is not much use 
reporting prices if there is no common 
language in which the different grades of 
the commodities concerned can be de- 
scribed. 

The advent of the truck and the 
paved highway after 1920 introduced a 
transportation agency that filled the gap 


between the short-haul wagon and the 
long-haul railroad. The radio similarly 
filled the gap between the localized word- 
of-mouth means of communication and 
the long-distance telegraph or telephone. 
Standardization, spreading to more com- 
modities, reduced the need for concen- 
trating goods merely for inspection. The 
breakdown of the previous clear separa- 
tion between local and central markets, 
and the rise of a new intermediate type 
of market, was a natural resultant of 
these changes. Not only did the physical 
goods shortcut the central markets to a 
greater and greater extent; the market 
news and the process of price determina- 
tion short-cut them too. The new inter- 
mediate markets, instead of being articu- 
lated vertically, as it were, with the cen- 
tral markets (both in the flow of goods 
and the determination of prices) are 
articulated horizontally with each other. 
Prices in these “‘direct’’ markets are as 
likely to lead those in the central mar- 
kets now as to follow them. The “‘con- 
centration, equalization, and dispersion” 
of the physical goods that used to take 
place at the central markets is now 
spread all over the country, and the 
price determining and title-transferring 
process is spread along with it. The mar- 
ket place or market point has given way to 
the modern decentralized market covering 
the country as a whole. 


CONSEQUENCES 


The consequences of the rise of de- 
centralized marketing are varied. Most 
of them appear to be beneficial, but some 
of them may not be so good. 

It is fairly well agreed that decentral- 
ized marketing reduces costs. It costs 
about 20 cents per 100 pounds to put 
hogs through the stockyards at the cen- 
tral markets. In the case of corn, the 
commission charge at the terminal mar- 
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ket is one cent per bushel; for wheat, it is 
a cent and a half. Most of these costs as 
such are avoided when farm products are 
sold direct; some other costs may be in- 
curred instead, but if so they are usually 
smaller than these central market 
charges. From an overall point of view, 
the social cost of the congestion at the 
central markets is difficult to measure, 
but it must be considerable. 

The chief controversies about decen- 
tralized marketing do not center on 
costs, but on the effects on prices. These 
price problems may be illustrated by 
specific commodities. 


Butrer Price QuoraTIons 


Decentralized marketing appeared 
early in the butter trade—some time be- 
fore World War I. The prices quoted at 
the central markets not only represented 
sales at those markets, but in addition 
were used as a “trading basis’ or “‘set- 
tling basis” for the butter sold “direct,” 
off the central markets. 

This use of the central market price 
quotations as a settling basis for “‘direct”’ 
sales simplified the price-determining 
process considerably, for the direct sell- 
ers. It enabled creamery managers to 
contract with wholesalers to take their 
butter week in and week out at, say, 
one-half cent over the Chicago quota- 
tion, whatever it might be. The whole- 
salers could make similar contracts with 
jobbers, and they, in turn could contract 
with retailers. This saved them all the 
trouble of having to make separate bar- 
gains each day or week. 

These direct sales do not show up in 
the central market receipts and price 
quotations. But they are made on the 
basis of the prices established at the cen- 
tral market—at so much over or under 
the central market quotation. It becomes 
imperative, therefore, that this central 


market quotation accurately reflect the 
prices at which the bulk of the com- 
modity is being sold on the central mar- 
ket (or would be sold if the commodity 
were not moving direct from seller to 
buyer). 

Several methods have been used to in- 
sure accuracy in price quotations. One is 
the “call-board” method, by which deal- 
ers come together on the trading floor at 
a specified time and make bids to buy 
and offers to sell. If a large proportion of 
sales were made at the prices bid and of- 
fered, as on the grain exchanges, the 
“call” would represent actual prices ac- 
curately. But it is precisely because a 
large proportion of the trading is not 
thus made public that the call system is 
instituted, to bring some indicator of 
prices to light. Where the volume of 
business transacted at the “call” is very 
small, however, the method is unsatis- 
factory. 

In some cases, the quotation commit- 
tee method has been used. These quota- 
tion committees are usually composed of 
dealers who are in touch with market 
conditions and might therefore be ex- 
pected to quote prices which accurately 
reflect those conditions. But, as a matter 
of fact, the quotation committee method 
is susceptible to abuse; the traders who 
constitute the committee are apt to be 
influenced by their own positions as buy- 
ers and sellers. The Elgin Board, for ex- 
ample, was for some time dominated by 
producers of butter, and their influence 
was exerted upward on the price quota- 
tion; at another time, an influx of Chi- 
cago traders had an opposite effect. In 
this and other cases, the committee price 
quotation was finally attacked in court 
as fraudulent information, and enjoined.’ 


Thus, even before World War I, the 


1 Clark and Weld, Marketing Agricultural Products, 
PP- 339-41. 
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central market system for butter, eggs, 
and poultry was beginning to feel the 
effects of competition of a different sys- 
tem—sales made direct between seller 
and buyer, or decentralized marketing. 
After 1920 the movement was acceler- 
ated. Co-operative creameries developed 
large-scale overhead selling organiza- 
tions such as Land-O’Lakes, Challenge, 
and the Iowa State Brand Creameries, 
and these reached forward to the retailer 
without going through the central mar- 
kets. From the other end of the market- 
ing system, the chain stores reached 
backward to the individual creameries 
and to their selling organizations, also 
going around the central markets. Merg- 
ers and consolidations of private butter 
producers and dealers also took place. 
The bulk of the butter today is marketed 
direct. Wholesalers and jobbers have 
combined, and thereby taken one link 
out of the distribution chain, but even 
so they handled only 36 per cent of but- 
ter sales in 1935. In that year about 55 
per cent moved direct from the creamery 
to the retailer or large-scale user, and the 
marketing of the remaining g per cent 
was integrated all the way to the ulti- 
mate household consumer.? 

During recent years the amount of 
butter traded in the central or terminal 
markets has declined so greatly that the 
question is now being raised whether 
the volume is great enough to warrant 
quoting their prices at all.* The bulk of 
even the wholesaler-jobber’s business is 
handled on the premium-over-the-mar- 
ket-quotation basis. “Direct purchasers 
have offered premiums to divert the but- 
ter from the central markets and the 

* William H. Nicholls, Post War Developments in the 
Marketing of Butter, lowa Agri. Exp. Sta., Res. Bul. 250, 
1939, Pp. 370. 

*L. M. Davis, “Fewer Open Market Butter Sales,” 


The Agricultural Situation, U.S.D.A., July 1937, pp. 
19-20, 


central market receivers have had to 
meet the premiums in an effort to retard 
the shift. .. . Today virtually all butter 
is sold to receivers on the basis of an 
agreement. The receiver agrees to pay a 
price based on a specified wholesale quo- 
tation as reported at a specified time for 
a specified market’’—a quotation which 
has not been established at the time the 
agreement is made. 

The prices at which a very small 
amount of butter is sold on the open 
market therefore become the basis for 
the prices of all the rest of the butter. A 
very small tail appears to wag a very 
large dog. The question is now being 
raised, therefore, whether the prices of 
this small amount of butter are repre- 
sentative and accurate enough to serve 
as a basis for settlement for all the rest of 
the butter—whether some means should 
be found to make the price quotations 
more representative, or whether they 
should be discontinued altogether and 
some more adequate basis for butter 
price settlement devised. 

It is not a sufficient answer to say that 
the thing will take care of itself—that if 
the quotation is too low, competition for 
supplies will force the market price up; 
or if it is too high, butter will pile up in 
storage. There are too many monopoly 
elements in the butter distribution sys- 
tem. The price quotation might lower 
prices to producers without lowering 
prices correspondingly to consumers. 

No simple answer to these questions 
has been offered. Paul Quintus believes 
that the practices described above have 
not affected the level of wholesale butter 
prices. His general conclusions are: 

“The widespread existence of premi- 
ums can mean only that the wholesale 


‘Paul E. Quintus, “Wholesale Butter Prices and 
Premiums,” Journal of Farm Economics, Vol. XXI, No. 
1, Part. 1, pp. §95 and 600. 
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quotations understate the true value of 
the bulk of the wholesale transactions. 
There is an increasing sentiment among 
traders and others that the industry 
would benefit from the use of a quotation 
which more nearly represented the value 
of each grade of butter. This is simply 
another way of saying that the premium 
system probably is not to the best inter- 
ests of the trade. 

“Tt is equally clear that the premium 
system inherently has certain pernicious 
effects from the standpoint of the seller. 
There are so many direct and indirect 
ways of introducing a premium into the 
sale that more or less confusion prevails 
among creameries as to their best outlet, 
There is ample evidence that creamery 
managers attach considerable signifi- 
cance to the apparent amount of the 
premium and may actually go so far as 
to place more importance upon it than 
on the actual net returns for the butter.” 


Livestock PRIcEs 


Some central livestock market inter- 
ests have claimed that decentralized 
marketing removes part of the demand 
from the central markets, thereby weak- 
ening prices there, and thus lowering 
prices all over the country. 

Perhaps all that is necessary to meet 
this argument is to offset it against the 
opposite argument that used to be made 
by some butter interests. They used to 
claim that selling butter direct reduced 
the supply of butter offered for sale at 
the central butter markets and thereby 
raised prices there and all over the coun- 
try. Both arguments are clearly falla- 
cious. It seems obvious that the supply 
and the demand are equally reduced in 
both cases, and the effect on prices is nil. 

There is no reason to believe that de- 
centralized marketing lowers prices at 
the central markets. But even if a reduc- 


tion in the demand at the central mar- 
kets did lower prices there, the transfer 
of that part of the demand to the decen- 
tralized markets out in the country 
would raise prices out there, not lower 
them. The simplest and most direct kind 
of statistical evidence—the direct com- 
parison of prices at interior points and 
central markets—has abundantly 
proved that livestock prices in the inte- 
rior do not remain in any fixed relation to 
prices at the central markets from day 
to day, month to month, or year to year. 
They would not decline merely because 
prices at the central markets declined, 
unless there was a general decrease in 
demand or increase in supply for the 
United States as a whole. Both for this 
reason and because the livestock price 
quotations at the central markets ac- 
curately reflect the prices there, the cen- 
tral market price-quotation problem that 
exists in the butter trade is not a problem 
in the livestock trade. 

Some other livestock price problems of 
a more subtle kind have attracted less 
public attention than the bugaboo about 
the effect of decentralization on the price 
level, but they have more substance. 
The decentralized livestock market is 
plagued by the problem of price quota- 
tions, not at the central markets but at 
the decentralized markets out in the 
country. 

The federal government has done its 
best to provide good decentralized mar- 
ket quotations in areas where a large 
share of the livestock is marketed direct. 
The problem of providing accurate, de- 
tailed, and comprehensive decentralized 
market quotations, however, is inher- 
ently difficult. The price surface over the 
area is uneven, and prices differ at dif- 
ferent points. If the reporter merely 
quotes the range of prices over the area, 
no one can tell just where the price peaks 
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and valleys in the area are. The same 
thing is true, only on a smaller scale, 
when prices are quoted by sections 
within the area. There is an obvious need 
for quoting prices by individual market 
points in the area, but two things make 
this difficult. One is the tradition that 
the government will not quote prices by 
specifically named individual buyers. 
Another is that the number of market 
points is rather large, and broadcasting 
numerous individual quotations would 
take a lot of radio time. A few packers 
located out in the country now broad- 
cast their own price quotations individ- 
ually, but if very many did that, it 
would be difficult for a farmer to catch 
them all. Furthermore, there is no ready 
means for checking on the accuracy of 
the quotations put out by the packers 
themselves. 

On top of all this comes another diff- 
culty—that individual lots of livestock 
differ greatly in value. This means that 
(1) either the quotation at each point is 
made in the form of a pretty wide range 
(since the grade of livestock cannot be 
objectively determined, like grain, under 
present arrangements) so that the quota- 
tions are only a rough guide to prices for 
particular lots; or (2) the quotations are 
made narrow to avoid this difficulty, and 
that means that too nearly a flat price is 
paid for good, bad, and indifferent live- 
stock. This penalizes the producer of 
high grade stock and overpays the pro- 
ducer of poor stock. It is probable that 
this particular problem will remain un- 
solved, perhaps unsolvable, until the 
basis of the sale of livestock is shifted 
from the live animal to the carcass. But 
that is a whole story in itself. 


SoME PossIBILITIES 


It may be that the open competitive 
system will not be able to do a satisfac- 


tory job of price determination in our de- 
centralized agricultural markets. The 
problem may be solved, however, from 
another direction—as a minor incident 
in the general broad sweep of various 
Government price control programs in 
agriculture. 

One example of this is the Danish hog 
price committee which for several years 
before World War II used to meet once 
a week and set the price for hog car- 
casses at slaughtering plants for the 
coming week. This committee would set 
the price that they believed would clear 
the market. Denmark is a small country, 
and their hog carcasses were highly uni- 
form in grade and weight, so they did 
not have much trouble with geographical 
price differentials, nor with grade price 
differentials, as we would in the United 
States. 

A clear example of price determination 
by group decision in this country is the 
way milk prices are determined in the 
various milk sheds. A more important 
example is the ever-normal granary pro- 
grams, under which the loan values 
pretty well set the price in the open mar- 
ket. Another example is the purchases by 
the Federal Government under the lend- 
lease act. 

Most of these control programs were 
set up primarily to stabilize prices over 
periods of time. They are already, how- 
ever, having important effects upon the 
stability of price relationships over areas 
of space, as well as over periods of time. 
They are also having effects in some 
cases on price relationships in form—be- 
tween different weights, grades, etc., of 
farm products. The original ever-normal 
granary cotton loans ignored differences 
in the location of the market points and 
in the grade and staple of the product. 
Now they include differentials for both. 
Both kinds of differentials have been in 
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effect with wheat from the first. The corn 
loans have been made on the basis of a 
flat (geographical) loan rate, although 
differentials may be introduced begin- 
ning with the 1941-42 crop year. 

Some of the problems involved in de- 
centralized marketing therefore, that 
now appear like a Gordian knot, may be 
cut, rather than untied, by develop- 
ments in the broad field of commodity 


price stabilization. The solutions already 
made have been only incidental to major 
engagements on a broader front, and in 
some cases they may have been rather 
rough and ready solutions. But the ele- 
ments of new and radical solutions to old 
and new problems are in the making, and 
some of the problems that appear insol- 
uble today may be dissolved, rather than 
solved, in the near future. 

















THE PRICE-MAKING PROCESS IN THE 
LOS ANGELES EGG MARKET* 


H. E. ERDMAN ano GEORGE B. ALCORN 


University of California 


Epiror’s Nore: The following article offers a useful 
correction of a common oversimplification in economic 
reasoning. It can well be read as an addition to the papers 
on differential pricing published in Part 2 of this issue. 


HERE Is A tendency, even among stu- 
dents of marketing, to oversimplify 
the price-making process in any given 
market for any particular commodity. 
Even the terms “market” and “com- 
modity” which we have just used are, by 
implication at least, overly simplified. 
The “Los Angeles egg market” must 
be thought of as including at least the 
metropolitan area about the city proper. 
It is an irregular population center for 
which no very satisfactory statistics of 
egg movements are available. For ex- 
ample, government reports on “receipts” 
do not include some suburban centers 
from which relatively important dealers 
operate throughout the city. 

Again, the commodity, “eggs,” em- 
braces a wide range of quality and size, 
as well as an equally important value 
range in terms of market position or 
market condition—for example, stage in 
the movement to consumer or the nature 
of the package. The range on the basis of 
size varies seasonally from § to 20 cents; 
on the basis of quality from 5 to 10 cents; 
and on the basis of market position 
about 11 cents. 

In the Los Angeles egg market nosingle 
organization or small group of organiza- 
tions controls or dominates the market. 
Local supplies most commonly reach the 
market through pickup men, feed deal- 
ers, country grocers, receiving stations, 


. . i 
For a more elaborate treatment see Giannini Foun- 


dation Paper No. 100, Agricultural Experiment Station 
Bull. 656. 


and producers’ associations. The second 
step for the bulk of the eggs is sale to dis- 
tributors,| meat packers and chain 
stores. This group does the grading and 
packaging and in turn resells to retailers, 
hotels, restaurants, and _ institutions. 
Actually, however, there is considerable 
variation in the line of movement and 
some “sidewise movement” of eggs be- 
tween dealers. The bulk of the eggs, 
however, move in the channels just indi- 
cated. 

Figure I is a picturization of the price 
structure on large eggs in the Los Angeles 
area, beginning with prices at country 
points on the producers’ own grading, 
and ending with top quality cartoned 
large eggs delivered at the home. 

Similar price structures wil! obtain at 
any time for other sizes and qualities of 
eggs. Thus to say that “the price of eggs 
is higher” commonly means that the 
whole composite structure is higher. Of 
course, prices throughout the structure 
do not always move exactly in unison 
since there are constant readjustments 
in differentials for size and quality as 
supply and demand conditions change 
from day to day. 

The Exchange Quotation.—The basic 
price of eggs in Southern California long 
has been the daily quotation of the Pro- 
duce Exchange of Los Angeles.” This is a 


1 The term “distributor” is commonly applied in the 
Los Angeles area to the egg dealer who is called a “job- 
ber’’ in many other markets. He typically sells to retail- 
ers, hotels, restaurants, and institutions eggs which he 
has graded and perhaps cartoned at his place of business. 

2 The Produce Exchange of Los Angeles is an organi- 
zarion of about sixty of the leading butter, cheese, 
poultry, and egg dealers in the Los Angeles area. It was 
incorporated in 1906 under California law as a non- 


349 





350 


THE JOURNAL OF MARKETING 





Approximate Egg Price Structure, Lcs Angeles Area 
"Large Eggs” and Grade A and Better, with Exchange Quotation at 21 Cents 


Prices, cents per dozen 17.18 ~#19 


20 21 22 23 2 25 26 27 #28 29 30 _ 332i 





Relaticn to Exchange quotation, cents 4 <-3 -2 


Pickup men pays San Joaquin Valley producer ae 
for "large eggs” 


Pickup man pays local producer fcr 
"large eggs" 

Net prices to producers or producer-haulers 
f.c.b. Los Angeles, U.S. Dept.Agr. Quotation 


Ordinary Grade A, broker to distributor, 
cases included 


Best Grade A, broker to distributor, cases 
included 

Exchange quotation, "Candled Clean Extras” 

Grade A to retail outlets, uncartoned 
Grade AA to retail outlets, uncertoned 
Grade A to.retail outlets, cartcned 

Grade AA to retail outlets, cartoned 
Grade A to consumers, cartoned 


Grade AA to consumers, cartoned 


U. S. Specials, cartcned, delivered to 
consumers on milk routes 
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Fic. 1. Los Angeles egg price structure, based on an Exchange quotation of 21 cents for large Candled Clean 
Extras. At a given time prices vary with the position of given lots in the trade channels, the quality, and the type 


of container. 


wholesale quotation established by trad- 
ing on the floor of the Exchange, at a 
session held at 4 p.m. each day except 
Saturdays and holidays. Prices so estab- 
lished apply to that day’s receipts and to 
the next day’s trading. Any trading done 
on a holiday or a day following a holiday 
is done on the basis of the last preceding 
quotation. 

The plan by which prices are estab- 
lished is that under which the last sale, 
the last bid, or the last offer of eggs be- 
comes the official quotation. To illus- 
trate how the plan works, let us take an 
afternoon when the previous day’s quo- 
tation on Large Extras was 21 cents. The 
secretary opens the “call” by asking for 
bids or offers. Some member bids 22 cents 





profit organization. Its operations are subject to regu- 
lation by the State Department of Agriculture under the 
Dairy Exchange Act (Agricultural Code, September 19, 
1939, Div. VI. Ch. 3). 


on Large Extras. Another member 
promptly sells him 10 cases, and offers 
10 more. The first bidder promptly ac- 
cepts the additional 10 cases and any 
succeeding offers, or other dealers accept 
them, until no more eggs are offered. 
Since the last sale was at 22 cents, the 
secretary announces that figure as the 
official quotation, snaps a little “cricket” 
to indicate that trading has closed on 
that item, writes the figure in the proper 
space on the blackboard, and proceeds 
to the next item—in this case Medium 
Extras. 

Had no one been willing to sell at 22 
cents, the original bid would have be- 
come the official figure. On the other 
hand, had the seller continued to offer 
eggs until finally no one accepted, and 
had he then lowered his offer to 21 cents 
without finding a buyer, his last offer 
would have established the quotation. 
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It frequently happens that the price 
which has been in effect is still satisfact- 
ory to all groups. In such cases the quo- 
tation remains unchanged for the follow- 
ing day because no bids or offers are 
forthcoming; i in fact, it may happen that 

a quotation thus remains unchanged for 
days and even weeks and is then raised 
or lowered on the last bid or offer basis 
without a single purchase or sale, yet 
such a price may be a correct price for 
the market at the time. 

To say that such a price is a correct 
price merely means that it brings to the 
market enough eggs but not too many to 
satisfy the demands of consumers at the 
prevailing price structure. If the price is 
too low, other markets will draw some of 
the egg supplies, or, in the spring of the 
year, the eggs may move into storage; 
whereas if the price is too high, consum- 
ers will curtail their purchases and eggs 
will begin to accumulate while increased 
supplies continue to arrive. 

In any market the trade as a whole 
commonly wants to maintain a stable 
price, and individual dealers therefore 
hesitate to make a change until pressure 
of demand or supply forces it. Thus, if 
certain dealers find eggs accumulating on 
their floors and begin cutting prices to 
move them, sentiment in the trade soon 
tends to favor a lowering of the quota- 
tion. Frequently after a session of the 
Exchange one may hear the comment, 
“so-and-so wanted to lower the quota- 
tion” or “so-and-so wanted to raise the 
quotation.” All this means is that these 
men were long or short of eggs in com- 
parison with their normal requirements 
and needed to use other than their regu- 
lar outlets or sources. Of course, any 
dealer who does not like such a move 
may call it “manipulation.” It should be 
said that practically all Exchange price 
movements result from some dealer’s 
desire for change in the price structure, 


and that it is difficult to draw a line be- 
tween sound movements and movements 
based on errors in judgment. The term 
“manipulation” carries the idea that the 
move is reprehensible. 

Only members of the Exchange may 
buy or sell on the floor of the Exchange. 
The only limitations on such transac- 
tions which concern us here are that (1) 
sellers must make delivery before 9 a.m. 
next morning; and (2) the quality must 
meet the minimum requirements set up 
by the Exchange for that size and grade. 

It is interesting to note, in view of pro- 
ducers’ criticisms of the Exchange, 
that it is actually easier to raise than to 
lower prices, expecially on short notice. 
This is true because, although any mem- 
ber may bid for eggs at a moment’s 
notice, few dealers could stand ready to 
make delivery before 9 a.m. of eggs 
packed according to Exchange specifi- 
cations. 

How the Exchange Quotation is Used.— 
By contract or custom, a very large part 
of all egg sales in the Los Angeles market 
are based on the Exchange quotation. 
Thus all producers who have arrange- 
ments for regular sales of eggs to given 
pickup men without bargaining over 
each individual delivery will have sold 
at an agreed number of cents below the 
Exchange quotation. The pickup men in 
turn have arrangements with given dis- 
tributors at a stated number of cents 
under the Exchange quotation and the 
distributors in turn have made sales for 
delivery regularly to certain retailers at 
prices related to the Exchange quotation. 
Even when a distributor has not sold in 
advance on the basis of the Exchange 
quotation, the common method of quot- 
ing prices is so much above or so much 
below the Exchange quotation. It is in 
this sense that the prices used by various 
dealers are related to a single quotation 
established by the Exchange. 
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A question often raised is why there is 
so little trading over the Board of the 
Exchange—probably not over 1 per cent 
of the eggs consumed in the Los Angeles 
area. The answer is that most transac- 
tions in this area do not correspond 
exactly with Exchange rules as to qual- 
ity or conditions of sale. Thus as to 
quality the “large” eggs for which a dis- 
tributor may have paid 2 cents under 
quotation must be graded by candling. 
In that process the distributor will make 
several classes which sell at different 
prices. Thus a few eggs with imperfect 
shells or with other defects may have to 
be sold at several cents below quotations. 
The remaining eggs are quite commonly 
placed in three separate price classes. 
Some will be barely passable as Grade A 
(formerly Extras), and may be sold to 
retailers in cartons at I to 2 cents over 
quotation, while a better Grade A may 
be sold at 2 to 3 cents over quotation. 
Finally, a small quantity will be graded 
Specials or AA to be sold in cartons at 3 
cents to 4 cents over Exchange. Thus the 
entire price structure may be based on 
Exchange quotations without a single 
sale being exactly at quotation. In fact, 
as will probably already have occurred 
to the reader, most sales would not be 
exactly at the quotation no matter what 
sort of quotation is used. Instead, they 
would be somewhat above or below it. 

An important point which is often 
overlooked is that the sessions of the Ex- 
change are frankly and openly for the 
purpose of giving any member an oppor- 
tunity of expressing his conviction by his 
bids or offers that prices of one or more 
grades and sizes are too low or too high. 
Itisonly occasionally when prices on some 
quality are “‘out of line” that a member 
goes to an Exchange session to dispose of 
a surplus or make up a shortage. In gen- 
eral, distributors prefer to deal with 
other distributors directly and under 


such arrangements as may be most con- 
venient in handling given lots. These 
arrangements may vary slightly from 
the condition of sales set down for Ex- 
change transactions as to egg quality, 
kind or quality of packages and condi- 
tion of delivery. It is the desirability of 
these particular arrangements which 
may mean an extra fraction of a cent or 
may make the day’s work a bit easier 
which constitutes the most important 
objections to the Exchange as an outlet 
or source. 

The question may then be asked as to 
the conditions under which dealers 
actually do buy and sell on the Ex- 
change. In general, if a given dealer has 
eggs for which he is not able to find buy- 
ers who will take them at approximately 
the usual relationship to the quotation, 
he will conclude that the quotation is too 
high and may offer to sell them over the 
Exchange Board with the result that the 
quotation is brought into line; that is, 
brought down to a figure at which all 
eggs of that quality will move. Likewise 
if he finds it difficult to get an adequate 
supply he may conclude that the Ex- 
change quotation is too low to bring the 
eggs to the area and may therefore bid 
for eggs over the Board of the Exchange. 

Department of Agriculture Quotations. 
—Thus far we have been discussing the 
nature and uses of the wholesale egg 
price quotation established by the Pro- 
duce Exchange of Los Angeles. Since 
September 14, 1931, the United States 
Department of Agriculture has quoted 
“jobbing prices,” that is, prices of case 
lots delivered to retail stores, restaur- 
ants, etc. Since June 1, 1940, this agency 
has quoted two other prices, a price to 
producers f.o.b. Los Angleles, and retail 
prices of eggs in branded cartons. 

These three quotations are established 
by distinctly different methods than that 
used in establishing the Exchange quota- 
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tion already discussed. Thus the Ex- 
change quotation is established by the 
dealers themselves by a method already 
explained, and with the intent that set- 
tlement on both their purchases and 
sales will largely be based on it. The De- 
partment’s three quotations, on the 
other hand, are merely reports of the 
prices generally found to obtain during 
the day just closed. They are based on 
information collected directly from the 
trade by representatives of the Depart- 
ment. The Government thus acts as a 
price reporter, not as a price maker. 
The prices it reports are established by 
competition. If competition brings about 
departures from the usual relationship 
to the Exchange quotation, these reports 
should bring them to light. 

The jobbing quotation differs in two 
additional ways from the Exchange quo- 
tation, namely, as to quality and as to 
package. The Exchange quotation on 
Candled Clean Extras applies to eggs in- 
cluding a minimum of 35 per cent of 
Specials or Grade AA, whereas these 
higher quality eggs may or may not have 
been removed from eggs of Grade A 
(formerly Extras) as quoted by the De- 
partment. This is one reason why a quo- 
tation on jobbing prices of Grade A eggs 
will always be a range—never a single 
figure as in the case of the Exchange 
quotation. A second difference between 
the two quotations is that whereas the 
Exchange figure represents eggs in new 
or nearly new cases and fillers, which go 
with the eggs, the jobbing quotation may 
represent eggs packed in somewhat infer- 
ior cases and fillers which the buyer is 
commonly expected to return. 

Relation of Producer Prices to Exchange 
Quotations —Farmers sell on their own 
grading at given amounts below the Ex- 
change quotation. In the area roughly 25 
miles from the business center of Los 
Angeles the prevailing producer prices, 





while this study was being made, were 2 
cents under the quotation. Beyond the 
25-mile zone was a zone of roughly 50 
miles in which prevailing prices were 2} 
cents under. Figure 2 shows the differ- 
entials between daily retail and producer 
prices and the Exchange quotation cov- 
ering a period of nearly a year after the 
inauguration of retail and producer price 
reporting. The producer prices f.o.b. Los 
Angeles are those quoted by the United 
States Department of Agriculture, and, 
as shown in figure 2, were consistently 2 
to 23 cents below the Exchange quota- 
tion. 

The farm price and the Exchange quo- 
tation are not directly comparable. In 
the first place, the farmer uses either an 
old case or a special field case, either of 
which the buyer furnishes; that is, the 
price of eggs does not include the cases. 
The Exchange quotation, on the other 
hand, represents eggs in new or almost 
new cases which the seller furnishes—a 
difference in the two quotations of about 
3 cent. In the second place, since the 
farm price is based on uncandled eggs, 
there will be some loss when the distribu- 
tor does the candling, which California 
State law requires before sale to retail 
outlets. The Exchange quotation, it will 
be recalled, represents a high quality, 
including 35 per cent Specials. 

Although figure 2 shows the farm 
price quotations consistently following 
the Exchange quotation during the 
period covered, occasional departures 
from the usual were observed while the 
study was under way. Thus in the spring 
when good eggs were plentiful some buy- 
ers “dropped” some of the less desirable 
producers, or took on new ones only ata 
lower figure. Again, as the autumn ap- 
proached with hot weather that simul- 
taneously restricted production and low- 
ered quality, they raised their paying 
prices in relation to the Exchange quota- 
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Fic. 2A. The relation of daily producer retail prices to the Exchange quotation in Los Angeles, June, 1940- 
April, 1941. In this chart the producer and retail prices are plotted as they prevailed on the day the Exchange quo- 
tations were established. 

Fic. 2B. Price differences between producer and retail prices and the Exchange quotation in Los Angeles, June, 
1940-April, 1941. The data in this chart are the same as those in figure 2A except that the Exchange quotation is 
here represented by the base line. Retail and producer prices are then plotted above or below this base line as they 
prevailed the Day the Exchange quotations were established. By comparison with figure 2A it may be seen that 
spreads appear narrow when Exchange quotations have risen rapidly and wide when quotations have dropped 
abruptly. 


tion in a few instances in order to get or difficult for a reporter to locate; hence 
hold particularly desirable patrons. Such are seldom shown in market reports. 
occurrences are both exceptional and Nevertheless, they constitute one of the 
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forces that lead to changes in the basic 
quotation. 

Retail Prices.—It is a matter of com- 
mon observation by students of market- 
ing that on any particular product in any 
given city there is at any moment no 
single price at retail except on highly 
monopolized articles. This seems to be 
strikingly true of eggs. A survey of 15 
retail stores visited repeatedly over a 
period of several months in 1937 showed 
a wide range of prices for supposedly 
similar eggs. 

The heavy bars of figure 2B show the 
range in retail prices of cartoned Grade 
A eggs at retail stores and markets as 
quoted by the Department of Agricul- 
ture. The relationship of retail prices to 
the Exchange quotation of correspond- 
ing days may be seen in figures 2A and 
2B. The blank spaces after each group of 
five bars represent Saturdays and Sun- 
days for which there are no quotations. 
The spread between the Exchange quo- 
tation and retail prices at retail stores 
and markets on large Grade A varies 
somewhat although the prevailing mini- 
mum is 3 cents above Exchange. 

An examination of figures 2A shows 
that all but a few of the retail price 
changes occurred on Monday and Thurs- 
day. The explanation is that the Food 
and Grocery Bureau of Southern Cali- 
fornia, under authority of the California 
Unfair Trade Practices Act, issues a card 
twice a week to retail dealers announcing 
minimum prices which retailers are per- 
mitted to charge. The minimum retail 
prices for Monday, Tuesday, and Wed- 
nesday are based on the Exchange quo- 
tations of the previous Thursday after- 
noon and the prices for Thursday, Fri- 
day, and Saturday are based on the Ex- 
change quotation of Monday afternoon. 

This procedure in retail prices seems 
to have had no effect on the Exchange 
price quotations which apparently fol- 


low no rule as to the day of change. How- 
ever, with minimum retail prices 
changed only twice a week, it follows 
that the prevailing spread between Ex- 
change quotations and the retail prices 
may vary from day to day. Thus, as 
shown in figure 2B, on some days the 
minimum retail price actually corres- 
ponded with the Exchange quotation 
while on other days it was as much as 6 
cents above. The quoted retail price 
range is usually 3 cents although during 
periods of advancing or declining prices 
the range widens as indicated in the 
chart by the longer bars. The reason for 
this widening in the range is that some 
retailers do not follow quotation changes 
closely. This explanation also applies to 
the milk route prices of large Grade AA 
which are commonly 9 cents above the 
Exchange quotation and are indicated 
on the chart by the small circles above 
the bars. 

Interregional Pricing Processes.—Price 
structures similar to those we have been 
describing for Los Angeles are to be 
found in any large market. Thus in each 
market farm prices, jobbing prices (that 
is, prices to retailers), and retail prices 
cluster about the wholesale price for 
that market. The price structures of the 
several large Pacific Coast markets are 
more or less closely related to each other 
and to the New York market through 
the respective wholesale prices of each, 
representing bids, offers, or sales of large 
lots between markets. The quotations in 
the several markets are not often directly 
comparable. Thus the Los Angeles quo- 
tation represents a somewhat higher 
quality than is represented by the San 
Francisco and Seattle quotations. Such 
lack of comparability does not, however, 
seriously affect sympathetic movements 
or price-making communications be- 
tween markets because members of the 
trade have come to know what the sev- 
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Fic. 3A. Regional price structure as represented by daily wholesale egg prices at Los Angeles, San Francisco, 
Seattle, and New York, January-June, 1940. The stabilizing effect of large-scale cooperatives is suggested by a 
comparison of prices in San Francisco and Seattle with those in Los Angeles and New York. 


eral quotations in other markets mean in 
terms of their own quotations. The rela- 
tionship of the Los Angeles market to 
other Pacific Coast markets and to the 
New York market during 1940 is pic- 
tured in figure 3. 

These markets are interrelated largely 
on the basis of the ease of moving eggs 
from one market to another, or of shift- 
ing the movement from common sources, 
or on the basis of a mutual relationship 
to a common market outlet. Thus the 
Pacific Coast markets—Seattle, Port- 
land, San Francisco, and Los Angeles— 
are related to the New York market and 
follow major movements in that market, 
since eggs flow regularly to New York 
from the two northern markets and oc- 
casionally from San Francisco, whereas 
Los Angeles has become a competitor of 
New York as a heavy buyer of Pacific 
Northwest and Northern California eggs. 
In addition, the Los Angeles market is 
coming to be closely geared to the Chi- 
cago market as its own egg supply is 
augmented by increasing quantities of 
Middle Western eggs, which would 


otherwise move into the Chicago market 
Thus economic changes in any of these 
markets quickly make themselves felt 
in the Los Angeles egg market as price- 
raising or price-depressing forces. 

Minor fluctuations are frequently oc- 
curring in most markets which may not 
be reflected in the Los Angeles market 
because the trade realizes that they tend 
to correct themselves before eggs can be 
moved. Even violent fluctuations may 
occur which tend to be corrected without 
serious change in the movement of eggs. 
For example, in the middle of December, 
1940, Los Angeles and San Francisco 
prices were actually higher for a few days 
than prices in New York. The explana- 
tion was “‘a cold spell’’ on the Pacific 
Coast during which local production fell 
off. However, consumption held up and 
since storage stocks on the Coast were 
already practically exhausted, prices in 
the two “import markets” moved sharp- 
ly upwards. 

It might be noted at this point that 
both San Francisco and Seattle whole- 
sale quotations are established daily by 
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Fic. 3B. A continuation of the regional price structure of figure 3A, July-December, 1940. A temporary shortage 
arising out of curtailed production when storage stocks were practically exhausted explains the rise of Los Angeles 
and San Francisco prices above those of New York in December of this year. 


the U. S. Department of Agriculture and 
that both represent sales made during 
the day just closed. This is true also in 
New York where the quotation is estab- 
lished by a commercial reporting com- 
pany, the Urner-Barry Company. A 
comparison of prices in Seattle and San 
Francisco with those of New York and 
Los Angeles, as pictured in figure 3, 
shows that the Los Angeles and New 
York prices fluctuate more frequently 
than do the other two. The reason for the 
greater price stability in Seattle and San 
Francisco is probably not the method of 
price quoting, as is sometimes suggested, 
but rather the fact that the egg business 
in these two markets is dominated by 


large farmers’ associations which are 
interested in stabilized markets. Since 
these cooperatives handle a very large 
proportion of the supplies used in these 
markets and also ship to other markets, 
they can take care of variations in the 
supply and demand by absorbing minor 
surpluses or drawing on available sup- 
plies to meet minor changes. In Los 
Angeles, on the other hand, the pricing 
process works through the bids or offers 
of competing operators, none of whom 
occupy a dominant position in the mar- 
ket and none of whom are able to absorb 
appreciable variations in available sup- 
plies or current demand. 


FUTURES TRADING IN PERISHABLE 
AGRICULTURAL COMMODITIES 


SIDNEY HOOS 
Washington, D. C. 


I 


N AN EARLIER number of this JOURNAL 

Mr. J. H. Genung had a note in which 
he listed and briefly discussed several 
problems concerning the marketing of 
agricultural perishables. One of his com- 
ments reads as follows: 

“Traditionally, the price of a perish- 
able commodity is established at the 
actual point of contact of the goods 
themselves with the buyer and seller. 
Whether this is necessary 0: even reason- 
able, or not, is very hard to say, but it is 
traditional, and it may be possible to 
overcome this by trading in futures and 
in some other ways.’ 

Although there is a_ considerable 
amount of literature on futures trading, 
practically all of the discussion pertains 
to staples and commodities which are 
relatively imperishable. We shall briefly 
discuss futures trading in perishable com- 
modities and try to reach some conclu- 
sion concerning the feasibility of having 
futures trading in agricultural perish- 
ables. Present but incomplete develop- 
ment of the subject indicates that futures 
trading probably can be carried further 
down the scale of perishability than it 
has gone thus far. 

A widely known and frequently men- 
tioned economic function of futures trad- 
ing is the service which makes it possible 
for traders in the physical commodity to 
protect themselves against losses (or 
gains) resulting from revaluation of 


1 Genung, J. H., “Some Things We Do Not Know 
About the Marketing of Perishable Agricultural Com- 
modities,” THE JOURNAL OF MARKETING, October, 1940, 
Vol. V, pp. 162-63. 
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stocks on hand due to variations in 
market prices. Such protection may be 
obtained through the medium of hedging, 
which may also protect traders against 
loss from a deferred delivery sale in the 
cash market. It is unnecessary to em- 
phasize the point that dealers in agri- 
cultural perishables desire to obtain the 
benefits of hedging. But its feasibility de- 
pends upon the costs involved. They 
would have to be less than the monetary 
benefits derived from hedging. 

In so far as traders in agricultural 
perishables do not purpose to gain or lose 
from price fluctuations, they would be 
willing to transfer to some other group 
the risk of receiving a windfall pro“t or 
loss resulting from market price varia- 
tions. That other group would presum- 


ably be composed of a special class of 


spectulators who believe they can profit 
by bearing the risk on the assumption 
that they can forecast price movement 
with sufficient accuracy. By accepting 
such risk, the speculators play a role in 
the marketing, since they make it pos- 
sible for hedging dealers to insure against 
loss from price fluctuations and accord- 
ingly operate on a smaller profit margin. 

In the operation of futures trading in 
agricultural perishables, the speculators 
or risk-takers presumably would be 
drawn from the same general group that 
fulfills such a function in existing futures 
markets.” The group would probably also 

2 For sample data on the composition of speculators 
in grain futures markets, see Bagnell, D. B., “‘Analysis 
of Open Commitments in Wheat and Corn Futures on 
the Chicago Board of Trade, September, 1929, 1934," 


United States Dept. of Agriculture, May, 1936, Circular 
No. 397. For some comments on forecasting ability 
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be augmented by recruits from those 
speculators who are particularly in- 
terested in perishables; also ex-merchants 
and merchants who wish to extend their 
risks rather than their cash business. 
The absence of a participating specula- 
tive risk-bearing group would be a major 
limitation on futures trading in agricul- 
tural perishables. The non-existence of 
such a group might be due to the lack 
of individuals who believe they can ef- 
fectively forecast prices of agricultural 
perishables. Furthermore, the available 
speculators may be fully occupied 1 

other markets, or not have sufficient 
capital to participate in both the agri- 
cultural perishables and other markets. 
Even if the speculators have sufficient 
capital and believe they can predict 
prices of agricultural perishables, they 
would not participate in agricultural 
perishables futures trading unless their 
money returns were at least as large as 
those from other speculative outlets for 
their funds. We do not know whether a 
speculative risk-bearing group would be 
available for an agricultural perishables 
futures market, but it is clear that the 
absence of such a group would make im- 
possible the successful operation of 
futures trading in agricultural perish- 
ables. A somewhat similar problem was 
involved in the suspension of futures 
trading in canned foods.* The decline in 
the volume of futures trading in grain 





among speculators, see Hoffman, G. W., “Past and 
Present Theory Regarding Futures Trading,” Fournal 
of Farm Economics, February 1937, Vol. XIX, pp. 300- 
309; also Discussion by Holbrook Working, pp. 309-312. 

*Mr. John H. Frazier, Managing Director of the 
Commercial Exchange of Philadelphia, wrote, in a let- 
ter to the author on March 24, 1941, ““The Commercial 
Exchange of Philadelphia suspended trading in canned 
foods futures in 1935, after about a one-year trial to 
establish an active market. The necessary volume of 
trade to make the market practicable did not material- 
ize, and the difficulty of finding buyers or sellers, as the 


case might be, resulted in our decision to suspend the 
trading.” 





markets‘ might make available specula- 
tors for agricultural perishables. 
Futures prices are viewed as a highly 
sensitive index of the supply-demand 
situation in the particular commodity 
and many dealers consider futures prices 
to be an accurate barometer of the inter- 
action of current price-determining in- 
fluences. Therefore, futures prices are 
often viewed as some sort of standard 
with which are compared the “spot” 
prices of various grades or types of the 
physical good. For example, transactions 
in cash wheat at terminal markets are 
usually made at prices expressed as a 
certain discount under or premium over a 
near and active future in a leading fu- 
tures market. Another service related to 
that of price registering pertains to inter- 
spatial price relations between markets. 
Information on conditions in various 
markets affords opportunities for arbi- 
traging or interspatial spreading. Thus 
prices in geographically separated mar- 
kets become highly interdependent. 
The most generally satisfactory price 
quotations for agricultural perishables 
are the auction prices available for cer- 
tain commodities. However, such auction 
prices do not serve as an accurate barom- 
eter of the supply-demand situation over 
a large area nor over a long time. In ad- 
dition, the prices do not pertain to goods 
of an accepted standard quality or 
grade; samples are open for inspection 
by prospective purchasers before they 
actively enter the auction market. For 
example, a dealer may know that on a 
certain day fresh Bartlett pears (size 180) 
sold for $2.00 a box on the New York 
auction, but he cannot know what 
quality the pears were unless he has in- 
spected a sample. Hence auction prices 
are not an adequate index of market 





4 See address of O’Brien, Philip R., President of the 
Chicago Board of Trade, to the Chicago Association of 
Commerce, Agricultural Division, March 4, 1941. 
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conditions because they refer to varying 
qualities of the goods. 

Since auction prices represent sales 
and purchases of the physical goods, 
interspatial spreading cannot be prac- 
tised. There is, however, some tendency 
for auction prices of perishables in vari- 
ous markets to be related. Shipments 
originally destined to one market are 
often diverted, while en route, to some 
other market where more favorable sale 
conditions exist. Also, to some extent, 
supplies arriving in New York, for ex- 
ample, may be retracted to Philadelphia 
or Boston. However, the extent to which 
such redistribution of shipments may be 
followed is limited because the perish- 
ables deteriorate in quality during tran- 
sit, even under refrigeration. The broad 
tendency towards price equalization in 
different markets is due to shippers’ 
practice of sending supplies to these 
markets in which the highest prices pre- 
vail. But weekly and especially daily 
prices of, for example, California fresh 
Bartlett pears in Boston, New York, and 
Philadelphia, are much less closely re- 
lated than are the corresponding prices 
of comparable wheats in, say, Chicago 
and Kansas City. 

In summary, futures trading in agri- 
cultural perishables would render the fol- 
lowing services: price registering, hedging 
facilities, use of futures prices as an index 
of market conditions over a wide area, 
opportunity for interspatial spreading, 
and more closely related prices between 
markets. However, we have not yet de- 
veloped a basis for suggesting whether or 
not futures trading in agricultural perish- 
ables is feasible. In this connection we 
must consider the characteristics a com- 
modity must have in order to be adapt- 
able to futures trading. 


II 
A commodity to be adaptable for 


futures trading must meet certain general 
requirements which are usually dis- 
cussed in most works on commodity 
exchanges and marketing. The general 
requirements may be classified as follows: 
(1) gradability; (2) durability; (3) un- 
manipulated variations in price; (4) ab- 
sence of control over supplies; and (5) a 
broad market, or supply and demand 
large. The commodity must be either 
fairly homogeneous or easily divisible 
into several grades, each one of which is 
homogeneous, so that any lot in a par- 
ticular grade could be delivered and 
would be accepted in fulfillment of a 
contract specifying a certain grade. Un- 
less perishables could be so graded, 
futures contracts or delivery require- 
ments could not be specific, and receivers 
would have no basis for estimating what 
grade of goods they might receive.® It 
might be possible, as is done on certain 
futures markets, to set up price dif- 
ferentials in excess of or below the con- 
tract price to allow for delivery of grades 
other than that specified in the contract. 

Closely related to the problem of 
grading is the aspect of homogeneity 
within grades. Here difficult problems 
arise in connection with product dif- 
ferentiation. Whereas commodities now 
dealt in on futures markets are trans- 
ported and traded in loose or bulk form, 
most agricultural perishables are crated 
or boxed, and branded. Two lots of 
perishables graded the same may not 
be equally acceptable because they are 
of different brands. A futures grading 
system would have to be independent of 
product brands. Such important details 
would have to be taken care of by the 
rules of the exchange. It may be noted 


5 Although physical goods are delivered in fulfillment 
of only a small percentage of the purchases and sales, 
which are usually settled through clearing systems, the 
“right to deliver” is an important element in maintain- 
ing a close relation between “spot” and futures prices. 
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that when futures trading in canned 
goods was carried on, tenderable goods 
were designated by United States govern- 
ment grades, and private trade brands 
were disregarded. A similar position 
might be taken with respect to agricul- 
tural perishables. A grading system for 
perishables might follow, to a consider- 
able extent, the grading system for 
potatoes futures on the Chicago Mercan- 
tile Exchange.® 

Although commodities are usually 
classified as perishable, semi-perishable 
and non-perishable (or as durable and 
non-durable), precise formulations of 
such classifications are not given. The 
writer has not been able to find in the 
literature objective criteria for dis- 
tinguishing between perishables, semi- 
perishables and non-perishables. Here 
we suggest an analytical measure of per- 
ishability. As a basis for clarity, we state 
that perishability is a function of the rate 
of physical change over time occurring 
in a specified storage condition. In 
mathematical terms, perishability is a 
function of the first derivative of physical 
condition with respect to time.’ 


®See: Rules of the Chicago Mercantile Exchange, 
March 1941. The Chicago Mercantile Exchange, Chi- 
cago, 1941. 
7 The concept of perishability may be precisely ex- 
pressed as follows: 
Let c=physical condition (measured in terms of index 
units) 
t = time (measured in terms of clock time) 
p=coefficient of perishability 
=6c/5t, where 5c=a small change in c, and dt=a 
small change in t. 
(Partial derivatives are used to indicate that variables 
such as season, arts of storage, character and location of 
market are being held constant.) On the basis of this 
formulation, we set up the following: 
Criteria Classification 


(1) p= perfectly perishable 

(2) yi A imperfectly perishable 
(3) p=1 unit perishability 
aig imperfectly imperishable 


; 5) p=o perfectly imperishable 
Within the criteria (2) and (4) there are a large number 


It is pertinent to note that “perish- 
ables” include a wide range of commodi- 
ties. There are extremely perishable 
agricultural goods such as strawberries, 
tomatoes and cantaloupes at one end of 
the range, and much less perishable 
goods such as potatoes, citrus fruits, 
winter pears and winter apples near the 
other end of the range. As yet there are 
no quantitative measurements of perish- 
ability available, but we do have some 
useful general ideas. It is clear that 
winter potatoes are less perishable than 
fresh Bartlett pears, which in turn are 
less perishable than fresh strawberries. 
But how much more perishable straw- 
berries are than pears or potatoes we 
cannot say in our present state of in- 
formation. With aid of a coefficient of 
perishability, however, we may express 
precisely relations between the degrees 
of perishability of various commodities. 
Of course, we would have to have experi- 
mental and statistical grounds for as- 
signing specific perishability coefficients 
to various commodities. But that limita- 
tion is common to all analytical concepts 
which are to be translated into statistical 
measures. 

The pertinent point is how imperish- 
able must a commodity be before it can 
be the subject of futures trading. In 
other words, how far down the scale of 
perishability can futures trading be car- 
ried. The commodity must be sufficiently 
imperishable so that there is continuity 





of degrees of perishability. Most agricultural perishables 
probably fall in (2), but reliable conclusions depend on 
empirical determination employing biochemistry and 
biophysics. If “physical condition” is expressed in units 
which differ according to the commodity, the coefficient 
of perishability should be expressed as follows: 


The preceding formulation of the perishability concept 
may be useful as a schematic device and serves well to 
emphasize that perishability is not as simple a notion as 
first thought might suggest. 





362 





THE JOURNAL OF MARKETING 





of supply, and stocks can be held or be in 
transit over a long enough period during 
which traders having an interest in 
the commodity can protect themselves 
against loss in value due to changes in 
the market price. Of course, the com- 
modity must be held, either in storage or 
in transit, under the conditions usually 
found in marketing the commodity. 
Most commodities dealt on futures basis 
are usually considered as imperishables. 
It is true that butter, eggs, and potatoes 
are often viewed as perishables, yet they 
are traded on futures markets. These 
three commodities, however, may be 
held for at least several months under 
modern storage conditions. 

The characteristic of perishability is 
the antithesis of storability. This is a dif- 
ficult problem that limits the adapta- 
bility of futures trading to agricultural 
perishables. A futures system for such 
goods would have to include provisions 
for both making deliveries and designat- 
ing the grade of the goods shortly before 
delivery. In connection with futures 
trading in potatoes at Chicago, an in- 
spection certificate for quality or weights 
of potatotes on track is good for four days 
after the potatoes are inspected, if the 
potatoes have received the proper care 
in the meantime. A similar rule could be 
applied to so-called perishables such as 
apples, pears, oranges, and lemons. 

A widely held view is that futures 
trading is not feasible (or even possible) 
in the absence of the holding of sub- 
stantial stocks and storage over con- 
siderable periods of time. According to 
such a view, there is little ground—for 
arguing for futures trading in agricultural 
perishables, such as fresh fruits and 
vegetables, since large stocks are not held 
and there is no storage over considerable 
periods of time. But such an extreme 
conclusion is not necessary. Large com- 
modity stocks are not a requisite for the 


smooth functioning of futures markets. 
Continuity of supply, rather than large 
stocks in storage, is necessary. In this 
connection the futures delivery default 
rule is important. If the rule averts 
squeezes, then continuity of supply will 
provide a dependable basis for settle- 
ment of futures contracts, although it is 
clear that the rule must not be used so 
freely as to destroy the bond between 
spot and futures prices. 

Another requirement for futures trad- 
ing pertains to the size of the market for 
the commodity. The market must be 
wide or broad in the sense that there are 
a large number of buyers and sellers, and 
a large volume of supplies bought and 
sold. In this respect all of the commodi- 
ties now traded in futures are of at least 
national scope, and most enter into in- 
ternational trade. Many agricultural 
perishables, such as grapes, pears, apples, 
lemons and citrus have nation-wide 
markets, and some, such as pears, apples 
and oranges, are shipped to foreign coun- 
tries. Hence the requirement of a broad 
market is met by a number of agricul- 
tural perishables. 

The requirement of large variations in 
price is well met by agricultural perish- 
ables. Here we cannot digress into an 
examination of price behavior in fresh 
fruits and vegetables, but can only men- 
tion that study of daily and weekly 
prices of fresh fruits and vegetables 
clearly indicates that their variability is 
at least equally as large as that of agri- 
cultural staples, such as wheat, corn and 
oats, which are traded on futures mar- 
kets. Not only are the prices of agri- 
cultural perishables in a single market 
highly variable, but also the price rela- 
tionships between markets. The existence 
of large variations in prices of agricul- 
tural perishables is one of the major 
reasons for considering the introduction 
of futures trading. Hedging facilities 
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would give shippers and dealers a means 
of insurance against loss from marked 
variations in market prices. 

The requirement, freedom from ef- 
fective control of supplies and prices, is 
of considerable importance in agricul- 
tural perishables. The control over flow 
of supplies, and thereby over prices, 
stems from two sources. First is the 
prev alence of cooperative marketing as- 
sociations which attempt to influence 
weekly supplies and prices in order to in- 
crease money returns by means of con- 
trolled marketing. Second are federal 
and state marketing agreements, which 
have become numerous in recent years. 
Many such agreements pertain to grades 
and qualities, but others specifically at- 
tempt to influence market prices by 
regulating the shipments of the com- 
modities. We must not exaggerate the 
nonatomistic character of primary mar- 
ketings of agricultural perishables, but it 
is pertinent to make clear that in certain 
fresh fruits and vegetables the nature 
and operation of marketing controls is of 
considerable importance in connection 
with futures trading. In the State of Cali- 
fornia, which is a dominant interstate 
shipper of fruits and vegetables, from 
July 1933 to December 1939 there were 
put into effect 118 industry marketing 
programs applying to 37 different com- 
modities.* Supply control either from 
marketing policies of large shippers and 
cooperatives or from legislatively sanc- 
tioned marketing agreements would 
hinder futures markets for perishables. 
In the opinion of the writer, supply con- 
trol ranks with grading as a major prob- 
lem to be solved before futures trading 


* J. B. Schneider and G. B. Alcorn, 4 List of Agri- 
cultural Marketing Programs in California Under Vari- 
ous Federal and State Laws, Fuly 1933 to December 1930. 
Univ. of California, College of Agriculture. (mimeo.) 
Cf. also J. B. Schneider, Agricultural Marketing Con- 


trol Programs in California, in this issue of the JouRNAL 
OF MARKETING, 


in agricultural perishables could operate 
smoothly and effectively. 


III 


It may be that a differential or pre- 
mium and discount system would be 
advantageous or even necessary in a 
futures trading system for agricultural 
perishables. How could the contract 
grade be determined and to what extent 
would grading be necessary in order to 
serve as a basis for market estimation of 
the price differentials? The contract 
grade could be determined so that it 
would represent as closely as possible the 
bulk of the commodity sold on the cash 
market. Hence contract quotations would 
reflect, within certain limits, the same 
type of goods sold and bought on the 
markets. In order to know or be able to 
estimate the character, quality and con- 
dition of the goods on the cash market, it 
would be necessary to have an effective 
system for grading, and cash transac- 
tions would pertain to particular grades. 
Then there would be some basis for the 
estimation of differentials with respect to 
the futures contract price. The premium 
or discount of a particular grade in rela- 
tion to the contract grade would follow, 
from day to day, the cash market 
price differential between corresponding 
grades of the goods sold on the cash mar- 
ket. For this type of arrangement it 
would be necessary that acertain amount 
of the actual goods be graded. All of the 
goods traded in the cash market would 
not have to be graded in order to have 
reliable grounds for the differentials on 
futures quotations. Some sampling tech- 
nique could be followed which would ade- 
quately indicate the distribution of 
grades sold and bought in the cash 
market, and their prices. Furthermore, 
if a substantial amount of spot trading 
by grade were done in a market and the 
remainder were traded ‘“‘as is’ by men 
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familiar with standard grades, the grade 
trading would furnish both a basis for 
settlement at grade and a basis for 
premiums and discounts for deliveries 
tendered. 

A grading system would have to be 
reliable and equitable to be acceptable 
to the trade. The grading difficulties and 
impediments vary from commodity to 
commodity, but some are prevalent in 
nearly all perishables. There is the ele- 
ment of suspicion on the part of some 
traders with respect to the integrity of 
the graders. Such an attitude might be 
diminished by the use of licensed ex- 
change and governmental graders. Equit- 
able and prompt arbitration facilities 
would also help to remove trade suspi- 
cion on original grading. Another and 
perhaps more fundamental difficulty per- 
tains to the large number of varieties in 
some perishables. For example, there are 
many varieties of apples, grapes, and 
plums. The grade specifications might 
have to vary not only according to com- 
modity but also with respect to different 
varieties. 

The difficulties involved in setting up 
a futures trading system in agricultural 
perishables may be so great, that some 
alternative means of price registration 
more desirable than auctions might be 
considered. One such means is that of 
exchange trading, where lots of perish- 
ables are bought and sold on clearly de- 
fined and specified grades. But for the 
trade to have some basis for estimating 
price differentials between grades, it 
would be necessary to have an idea of the 
relative supplies and prices of the cor- 
responding grades in the cash market. 
In this connection, we encounter the 
same difficulties mentioned above in con- 
nection with a grading system for futures 
trading. Exchange trading would offer 
less advantages than futures trading, for 
hedging could not be practiced. 


IV 


Let us compare and contrast the quali- 
ties and marketing conditions of several 
perishable agricultural commodities with 
respect to the four-fold standard, dis- 
cussed above: grading, perishability, 
large natural price variations and free- 
dom from control. First, consider grapes 
which are utilized in fresh consumption. 
The problem of grading grapes is com- 
plicaied by the existence of a number of 
varieties, but grains and cotton also 
have many varieties. Some acceptable 
system of grading for futures trading 
might be developed by an extension of 
the shipping point inspection and grad- 
ing of grapes now done to a considerable 
extent. Shipping grapes are highly per- 
ishable, hence grading would have to be 
done early enough before delivery on 
futures contracts so that the condition 
and quality of the goods would be repre- 
sented by the designated grade. Exami- 
nation of daily, weekly, and monthly 
grape prices indicates that they fluctuate 
widely and continuously; therefore this 
condition, necessary for futures trading, 
is met well. With respect to the standard 
freedom from control, certain difficulties 
arise. Some fresh grapes shipped from 
California during recent years have been 
subject to marketing programs regulat- 
ing the flow of shipments. 

Oranges are not highly perishable, and 
under favorable storage conditions may 
be held as much as three weeks. The 
problem of grading is also less difficult 
than with grapes or other highly perish- 
able commodities. Oranges once graded 
at the receiving points would remain in 
the specified grade for about Io days or 
two weeks. Variation in price is sufh- 
ciently great to attract speculative in- 
terests, and enhance the utility of hedg- 
ing. The problem of freedom of supply 
control is not wholly clear. The large 
bulk of oranges are shipped through co- 
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operative marketing associations, which 
may regulate the flow of shipments over 
time and regionally. Here we cannot di- 
gress into the policy and procedures fol- 
lowed in cooperative shipments distribu- 
tion, but it may be that the degree of 
control and regulation exercised is not 
sufficient to hinder the operation of fu- 
tures trading in oranges. The effects of 
control over orange shipments would 
have to be studied in order to have a 
basis for deciding whether futures trad- 
ing could be operated successfully. 

Apples have many varieties; but also 
we must distinguish between early and 
late apples, since the former are more 
perishable. From the viewpoint of futures 
trading, late apples have an advantage 
because they are stored several months. 
Grading and delivery requirements might 
follow, with necessary changes in details, 
the rules for futures trading in potatoes. 
The variations in apple prices are sub- 
stantial, especially over a period of 
several weeks. As to control over the flow 
of supplies, for the country as a whole 
this is not a serious impediment to fu- 
tures trading in apples. Cooperative 
marketing associations and marketing 
agreements probably play a relatively 
small role in the marketing of apples for 
the country at large. 


V 


It appears that futures trading in cer- 
tain agricultural perishables might be 
initiated with little more difficulty than 
exchange trading. Whereas both types of 
trading would yield continuous price 
quotations for certain defined grades, 
only futures trading would afford hedg- 
ing. Since hedging facilities would be 
used presumably only by dealers of those 
commodities which are shipped long 


distances or for which some storage is 
feasible, the extremely perishable agri- 
cultural commodities, such as fresh 
strawberries and tomatoes, would not be 
hedged. But if facilities were available it 
seems that stocks and deferred sales of 
some agricultural perishables, such as 
late apples and pears, and lemons, would 
be protected through hedging. Thus our 
answer to the question whether futures 
trading in agricultural perishables is 
feasible is that there is some basis for 
concluding that futures trading can be 
carried further down the scale of perish- 
ability than it has thus far gone. The 
choice of particular perishable com- 
modities for which such trading might be 
initiated would have to depend upon 
closer examination of the aspects we have 


_ considered. In addition, consideration 


should be given to the role of other sub- 
jects, such as delivery points and buyer’s 
option. 

We do not suggest that futures trading 
would solve all of the marketing and 
pricing problems of perishables traded in 
futures markets. But partial solution of 
some of those problems might be ob- 
tained. It may be doubtful, however, 
whether the present is an opportune time 
to initiate futures trading in agricultural 
perishables. The loss of export markets, 
important for many commodities, such as 
apples, pears, and oranges, and the un- 
certainty in domestic prices due to the 
development of some sort of federal price 
administration combine to make a not 
very favorable situation. Nevertheless, 
present elucidation of the problems in- 
volved and the development of necessary 
operational procedures will be helpful 
when more favorable conditions prevail 
for the extension of futures trading to 
marketing of agricultural perishables. 








AGRICULTURAL MARKETING CONTROL 
PROGRAMS IN CALIFORNIA 


JOHN B. SCHNEIDER 
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EW MARKET control programs have 

been put into effect and changes in 
old programs have been made since the 
last report on this subject.1 A number of 
acts under which programs may be insti- 
tuted still remain on the statute books. 
Each act has certain limitations as to 
commodities and types of programs per- 
mitted in addition to other special fea- 
tures. In some cases a choice between the 
acts or a combined use of more than one 
act has been made. 

Control programs are in effect on Cali- 
fornia agricultural products under the 
federal Agricultural Marketing Agree- 
ment Act of 1937 and under each of the 
following state marketing laws: Califor- 
nia Agricultural Products Marketing 
Act of 1937, California Marketing Act of 
1937, Agricultural Prorate Act, and Milk 
Stabilization Law. Some programs under 
the above acts are supplemented by 
special diversion programs under Section 
32 of the Agricultural Adjustment Act. 


AGRICULTURAL MARKETING 
AGREEMENT ACT OF 1937? 


There are at present (September 1941) 
eight programs in effect in California un- 
der the federal Agricultural Marketing 
Agreement Act of 1937. Programs on 
walnuts, deciduous tree fruits (Elberta 
peaches, plums, and Bartlett pears) and 
citrus (oranges and grapefruit) which 
were among the first to be adopted in 
1933 under the Agricultural Adjustment 

1 JOURNAL OF MARKETING, October 1938. 

2 Public—No. 137—75th Congress. Approved June 3, 
1937. 


366 


Act® remain in effect. The nature of some 
of these programs has been changed 
somewhat. 

The walnut agreement has remained 
virtually the same since its inception. A 
saleable percentage of the Pacific Coast 
crop is determined, limiting the amount 
which might be sold in the domestic mar- 
ket as unshelled walnuts. The balance is 
moved into the domestic market as 
shelled walnuts or into foreign markets 
in either shelled or unshelled form. 

The orange agreement continues to be 
one of regulating flow to market through 
setting quantities which may be shipped 
each week. The grapefruit program regu- 
lates grades and sizes which may be ship- 
ped. A separate agreement on grapefruit 
went into effect in 1941. 

The deciduous tree fruit program is 
based on minimum size and grade regu- 
lations and on a regulation of flow to 
market through a car concentration plan 
This restricts the number of cars permit- 
ted to move to market daily if it is 
thought the number is too great in view 
of supply and demand conditions. Should 
there be undue concentration of cars at 
concentration points, loading holidays 
may be declared. Since 1939, a clearing 
house arrangement has been used. For 
the three commodities—Elberta peaches, 
plums and Bartlett pears—daily volume 
of shipments is reported by each shipper. 
In addition, destination is reported on 
plums and Bartlett pears. A program 


§ Public—No. 10—73rd Congress. Approved May 12, 
1933. 














—_— 


We De —_— Ss YW 


ba 


Or 





THE JOURNAL OF MARKETING 


367 





similar to the above is also in effect on 
Tokay grapes. This went into effect in 
1940. 

An agreement on Pacific Coast hops 
similar to that for walnuts, namely, set- 
ting a saleable percentage, went into 
effect in the fall of 1938 and has operated 
each year since. 

Pacific Coast fall and winter pears 
came under an agreement regulating 
sizes and grades which could be shipped 
both in interstate commerce and in for- 
eign trade in 1938. A supplementary 
program under Section 32 to encourage 
diversion to certain domnctic and foreign 
markets for the purpose of developing 
new outlets, has also been in effect. A 
somewhat similar special agreement on 
California Hardy pears has been in ef- 
fect since 1939. 

Lemons came under the provisions of 
this act for the first time in 1941. This 
program supersedes the lemon program 
under the Agricultural Prorate Act. As 
in the program on oranges, weekly vol- 
ume regulation is also used on lemons. 

An agreement for cantaloupes, honey 
ball and honey dew melons regulating 
shipments by sizes was in effect under 
this act during the one year 1938. 

A proposed potato marketing agree- 
ment to regulate shipments by size and 
grade from two counties in northern 
California in addition to certain coun- 
ties in Oregon, is being submitted to a 
vote in the near future. 


THE CALIFORNIA AGRICULTURAL 
Propucrs MarketinG Act* 
The California Agricultural Products 
Marketing Act of 1937 is designed to 
supplement on intrastate commerce, the 


federal agreements which apply to inter- 
State commerce, where that is consid- 


* Chapter 910 (1937). Approved July 1, 1937 and as 
amended by Chapter 547 (1941). 


ered necessary and desirable. In other 
respects the federal agreements and state 
marketing orders would be much the 
same. At present, a marketing order un- 
der this act is in effect on walnuts; the 
intrastate order covering oranges and 
grapefruit being inoperative by reason 
of unfavorable court action. 


THE CALIFORNIA MARKET- 
InG Act® 


The California Marketing Act of 1937 
has been the vehicle through which some 
industries have chosen to operate within 
the state. This has been done in some 
instances where a different program is 
desired within the state than in inter- 
state trade. Fresh Bartlett pears are one 
example in which a federal marketing 
agreement regulated flow to market in 
interstate commerce; and in a program 
under the California Marketing Act of 
1937 provisions were included for grad- 
ing and inspection for intrastate ship- 
ments and for a nationwide advertising 
and trade promotion program. The ad- 
vertising was not permissible under the 
federal agreement. 

Eight programs are in effect under the 
California Marketing Act of 1937. They 
apply to canning asparagus, fresh Bart- 
lett pears, fresh fall and winter pears, 
canning cling peaches, canning fall and 
winter pears, dates, grapefruit, and 
wines. All of these programs with the ex- 
ception of wines include size and grade 
regulations. The grade specifications are 
specifically provided in the agreements. 
Special provisions concerning method of 
inspection and inspection agency are also 
normally provided. Trade promotion 
programs apply to fresh fall and winter 
pears, and wines. Only standard dates 
can be sold in normal channels of trade. 


5 Chapter 404 (1937) and as amended by Chapters 
665 (1939); 28 (1941); 49 (1941); 52 (1941); 960 (1941); 
and 961 (1941). 
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Substandards are delivered to a sub- 
standard pool for diversion to date by- 
products. Some programs—such as that 
for dates—have remained the same from 
their inception. On the other hand, 
others change from time to time; for 
example, in 1939 and 1940 only No. 1 
grade cling peaches could be canned, 
those of lesser grades being diverted. In 
1941, both Nos. 1 and 2 could be canned 
and none were diverted. The price and 
supply situation were important factors 
in determining this change. 

Some type of program on canning as- 
paragus has been in effect each year from 
1934 to 1941. Essential features of the 
program have remained the same—size 
and grade regulations and limiting the 
size of the pack. The latter was done 
directly or indirectly through limiting 
the period during which packing could 
take place. Cling peaches were covered 
by an agreement, becoming effective in 
August 1933. A program has operated 
each year except 1935 and 1938. 

A number of meetings were held in 
1941 to set up a program on canning to- 
matoes, providing minimum grades and 
elimination of certain unfair trade prac- 
tices. The proposed order did not secure 
sufficient assents to become effective. 


THE AGRICULTURAL PRo- 
RATE Acr® 


The Agricultural Prorate Act first 
passed in 1933 has already been amended 
eight times. Among the outstanding 
amendments were added provisions 
which would permit surplus pools and 
advertising programs and a recent 
amendment shifting administration from 
the Agricultural Prorate Commission to 
the Director of Agriculture.’ 

* Chapter 754 (1933) and as amended by Chapters 
471 (1935); 743 (1935); 6 (1938); 363 (1939); 548 
(1939); 894 (1939); 603 (1941); 1150 (1941) and 1186 


(1941). 
7 Effective September 19, 1939. 


In the early history of the act, most 
programs involved vegetables; and as 
the name of the act implied, only regula- 
tion of flow to market was used as a de- 
vice to improve grower price. Programs 
have had varied experiences under this 
act. A lettuce program for Imperial Val- 
ley was the first program instituted in 
January 1934. It lasted the one year and 
has not been revived. The second pro- 
gram also applied to lettuce but in that 
case to another area of the state—Santa 
Barbara and San Luis Obispo counties. 
This program begun in April 1934, has 
operated every year including the cur- 
rent year. Gravenstein apples operated 
under a program in 1934, 1936, and 1937 
but the program was terminated by peti- 
tion in 1938. An Irish potato program 
for Kern County was instituted in May 
1934, but no program has been operated 
in any year except 1939. A Concord 
grape program operated only in 1934 and 
1936. An artichoke program instituted in 
September 1934 has never been operated. 
A sweet potato program in southern 
California operated but the first year it 
was instituted—in 1934. However, the 
sweet potato program instituted at the 
same time in San Joaquin Valley has 
operated continuously since its inception 
with the exception of a period in 1935, 
when, due to court litigation, all pro- 
grams but one were suspended temporar- 
ily. 

All the above prorate programs were 
restricted to quantity control, regulating 
the flow to market. However, a program 
on fresh tomatoes produced in southern 
California for local use had the same pro- 
visions for the years 1934, 1936, 1937, 
1938, and 1939. In 1940, the program 
was expanded to include grade regulation 
for both fresh market and canning toma- 
toes. 

A celery program operated in 1934, 
1935, and 1936 has been suspended since 
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1937 due to lack of control over compet- 
ing regions. A milk program for southern 
California instituted early in 1935 was 
discontinued when amendments later in 
the year excluded milk from the provi- 
sions of the Agricultural Prorate Act. A 
lemon prorate program instituted early 
in 1935 has never operated due to con- 
tinued litigation in the courts. It was 
superseded by a federal agreement in 
1941. A program on fresh tomatoes pro- 
duced in northern California regulating 
flow to local markets operated in 1936, 
1937, and early in the season of 1938, but 
was terminated by the Agricultural Pro- 
rate Commission. 

After 1935, with new types of pro- 
grams permitted under the Agricultural 
Prorate Act, fruits began to replace vege- 
tables in prominence. In fact, only two 
additional vegetable programs have been 
put into effect. That on canning aspara- 
gus had already been in a program under 
another statute. The Irish potato pro- 
gram in the Delta instituted in 1938 has 
never operated. The asparagus program 
fixing the maximum size of pack and 
providing for grade restrictions went into 
effect in 1938 and has operated each of 
the four years since. The olive program 
which came into effect in 1937 continued 
but two years. The program contained 
provisions setting size of pack and pro- 
viding advertising. 

Each year beginning with 1937 and 
including 1941 a program on dried figs 
has been in effect. It included minimum 
grade standards and requirements that 
substandard figs be delivered to a sub- 
standard pool for diversion to other than 
human food uses. Until 1940 this diver- 
sion program was supported through a 
supplementary program under Section 
32 of the Agricultural Adjustment Act. 
It has continued without this assistance 
in 1940 and 1941. 

Raisin programs of 1938 and 1940 





have included provisions for special pool- 
ing arrangements. The first program in- 
cluded a stabilization pool and provided 
for grades. The second added a surplus 
pool and included authorization for 
green diversion, establishment of an 
equalization fund and trade stimulation 
activity, though none of the last three 
possibilities were utilized. 

Prune programs somewhat similar to 
those for raisins have been in effect each 
of the last five years since 1937. Both the 
prune and raisin programs were supple- 
mented by diversion programs under 
Section 32 of the AAA and by federal 
loan programs. 

Another program instituted under the 
Agricultural Prorate Act applies to can- 
ning Bartlett pears. It was put into ef- 
fect in May 1938 and has operated each 
of the succeeding four seasons with pro- 
visions setting minimum standards of 
quality for canning. 

Programs on Irish potatoes in Sacra- 
mento, Contra Costa, and San Joaquin 
counties, on wine grapes and on canning 
Kadota figs were instituted in 1938. The 
first never operated and the other pro- 
grams operated only the first year. 


MILK STABILIZATION Laws? 


The Milk Stabilization Law isa special 
act in that it applies only to fluid milk 
and fluid cream and in that it permits the 
setting of prices which distributors must 
pay producers and also the setting of 
minimum resale prices. There are now 
nineteen areas® in which producer prices 
are established under the law. These 
areas produce 85 per cent of the fluid 
milk of California.’° Programs were in- 

8 Chapter 241 (1935) and as amended by Chapters 3 
(1937); 57 (1937); 710 (1937); 941 (1939) and 1214 
(1941). 

® Usually follow county lines and usually limited to 
one county. 

1 State of California, Department of Agriculture 


Bulletin. Twenty-first annual report, period ending De- 
cember 31, 1940. Volume XXIX, Number 4, p. 386. 
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stituted shortly after passage of the act 
in 1935, but new areas have been added 
in recent years—three in 1940 and four 
in 1941. In all but one of these areas, 
minimum resale prices are also estab- 
lished under the law. 

Summary.—Since 1933, there have 
been in effect a total of 141 programs in 
California applying to 38 commodities. 
The number of commodities involved is 
considerably smaller than the number of 
programs for various reasons: (1) Pro- 
grams on some commodities have been 
shifted from one act to another. (2) At 
times two programs have operated on 
the same commodity under different 
acts. (3) The same commodities pro- 
duced in different areas have been in dif- 
ferent programs. This is especially true 
of milk, but also of potatoes, tomatoes 
and others. 

At present—September 1941—there 
are in effect in California a total of 74 
industry marketing programs—of which 
55 are active—covering the following 
commodities: walnuts, oranges, lemons, 
grapegruit, peaches (fresh and canning), 
plums, pears (fresh and canning), dried 
prunes, dates, figs, raisins, olives, grapes 
(Tokay and Concord), wine, tomatoes, 
potatoes, sweet potatoes, lettuce, aspara- 
gus (canning), hops and milk. Of the 74 
programs, 37 involve milk. 

Since many of the above listed pro- 
grams have not operated each year, one 
might reasonably ask for an explanation. 
Several reasons can be given. Sometimes 
changes in an existing law invalidated a 
program. At a later date, new provisions 
in an old law or an entirely new law made 


it possible to revive the same or some- 
what similar program. Then also eco- 
nomic conditions in some years have 
been such that the operation of programs 
did not seem necessary. Furthermore, 
opposing minorities in numerous in- 
stances, instituted court proceedings 
which in some cases hindered or pre- 
vented operation of programs. 

Another very important question con- 
cerns the effect of these programs. Much 
has been said about this but often in gen- 
eral terms rather than statements based 
on analyses of specific programs. What 
have been the effects on grower prices, 
short run and long run? What have been 
the effects on retail prices and what have 
been consumer reactions? What have 
been the effects on competing areas and 
competing commodities? These and 
many similar questions are pertinent. 
Fortunately, thought is often given to 
these questions during the inauguration 
and administration of these agricultural 
programs though force of circumstances 
may in some cases preclude perfect ac- 
tion. Furthermore, some headway is 
being made in undertaking critical an- 
alyses of these programs. Some have 
been made." Others are in the making.” 
More seem essential. 


11 Nourse, Edwin G., Marketing Agreements Under 
the A.A.A., Brookings Institution, 1935. Common- 
wealth Club of California, “Farm market controls.” 
San Francisco, 1940. (Its Transactions, v. 35, no. 3); 
Watson, M. H., 4n Analysis of Raisin Marketing Con- 
trols Under the California Agricultural Prorate Act, Vhe- 
sis (M.S.), Univ. of California, May, 1940., Schneider, 
John B., The California Tomato Industry, 1940. Thesis 
(Ph.D) Univ. of California, May 1940. 

12 Clingstone peaches and oranges. 
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WHAT HOUSEWIVES THINK OF 
THE SUPER-MARKET 


P. D. CONVERSE ann CHARLES SPENCER 
University of Illinois 


Eprror’s Nore: This survey was made as a part of an 
individual research project at the University of Illinois 
during the second semester of 1940-41. The work was 
done by Mr. Spencer under the supervision of Professor 
Converse, who has written the report. 

OTH FooD distributors and students 
B of marketing are greatly interested 
in consumer opinion of the super-mar- 
kets, since the attitude of the consumer 
will determine the future of this type of 
institution. Just what, then, do the con- 
sumers think of the advantages and dis- 
advantages of trading in super-markets? 
This study undertakes to make a start 
toward answering the question. It is 
based on a survey in which a number of 
housewives were asked for their opinions 
of super-markets and information con- 
cerning their methods of buying gro- 
ceries, the amounts spent for groceries. 

The particular store selected for this 
investigation is a large super-market in 
Champaign, Illinois, located close to the 
down-town shopping district and also 
near a residential area occupied by both 
white and colored families in the low- 
income group. The first stores in this 
city which could properly be classed as 
super-markets were opened by indepen- 
dents; but it is doubtful whether any 
independent store now operating there 
deserves to be classed as a “‘super.” 
Super-markets are now operated by two 
chains. 

Approximately 2.5 per cent of the 
families in the city were interviewed for 
this study. This sample is relatively 
small, but because of the care taken in 
its selection, it is believed to present a 
fairly adequate cross section of consumer 
opinion in the city. The number of ques- 





tionnaires used was 1 34, of which 69 were 
secured in homes and 65 in the super- 
market. For the home interviews, three 
residential areas were selected and every 
sixth house was covered in each area. 
Both patrons and non-patrons of the 
super-market were included. The fami- 
lies interviewed were classified into three 
income groups: those with yearly in- 
comes below $1,500, those with incomes 
of $1,500 to $4,000, and those with in- 
comes above $4,000. The interviews were 
rather evenly divided among families in 
the three income groups. This over- 
weighs the upper income groups; but 
this seemed necessary to secure adequate 
numbers of upper income families for 
further analysis. 

It is believed that the interviews in 
the market itself fairly represent a ran- 
dom sample of the customers of this 
store. The interviewer usually found the 
customers willing to answer his ques- 
tions, regardless of race or apparent 
financial position. No attempt was made 
to classify the store customers by income 
groups. 

One finding in this and former studies 
is that many of the low-income families 
buy a large proportion of their groceries 
daily from independent neighborhood 
stores located conveniently near their 
homes. This habit may be thought by 
some to indicate improvidence, since 
such stores are generally believed to have 
somewhat higher prices than the super- 
markets and the cash-carry chain gro- 
cery stores. It was observed, however, 
that many of these families cook their 
food as soon as purchased. If large 
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TABLE 1. Prace WHERE Most Groceries ARE 
PuRCHASED. 


(Home Interviews) 


























Income Group 
Place or Purchase Me- ji 
Low | dium | High 
Super-Markets 32%| 36%) 18% 
Chains (not supers) 14 24 23 
Independent neighborhood 
stores 46 12 18 
Downtown independent stores 
(including high-service stores)| 4 28 41 
Miscellaneous 4 -- — 
100%| 100%] 100% 
Neighborhood stores (chains 
and independents) 51%| 24%| 36% 





quantities are purchased, some of it will 
be wasted or spoil. To buy economically 
in larger quantities would involve larger 
storage and refrigeration space. Thus the 
practice of hand-to-mouth buying may 
not be as uneconomical as it seems. 

Although those who patronize super- 
markets regularly say that they have 
little trouble in finding the articles they 
wish, some occasional or irregular cus- 
tomers report that goods are hard to 
find. The markets are so large and the 
piles of cans and boxes are so numerous 
that those unfamiliar with the arrange- 
ment do not know where to look for spe- 
cific items. Perhaps this fact helps to ex- 
plain why these irregular customers do 
not become regular patrons. 

Some consumers in the higher income 
group disliked to shop in the super-mar- 
ket selected for detailed study because a 
considerable number of poorer people 
patronize it. This objection indicates one 
of the difficulties encountered when a 
single store attempts to cater to all 
classes in a community. Many people 
prefer trading in a store where they are 
likely to meet friends and acquaintances. 

A few unfavorable criticisms of super- 
market atmosphere and service were 


made. Some customers felt that the man- 
ager should be more friendly and show a 
real interest in seeing that the needs of 
the customers were cared for properly. 
Long wait for clerks at the fresh vege- 
table department and delay in getting 
purchases checked, were objected to by 
customers. Some said that at busy times 
they had to wait as long as 25 minutes to 
have their purchases checked. Others say 
the building is too cold in winter, and a 
few object to the commingled odors of so 
many perishable foods. The scarcity of 
parking space is referred to by some cus- 
tomers. On the whole, however, the regu- 
lar patrons seem to be well pleased with 
the merchandise and service of the super- 
markets. 

Additional information is presented in 
a series of tables which are intended to 
spotlight significant facts in regard to the 
purchasing habits and preferences of the 
consumers. 

The percentages in Table 1 show that 
super-markets are patronized more by 
the medium and low income groups than 


TaBLe 2. Do You, as a Rue, Purcuase a WeeFx’s 
Supp.y OF GRoceRIES AT ONE TIME? 








Percentage of 
Families Buying 
A. Grouped by Place of Purchase = |\—————————— 


Day by | . 
Day HW eekly 





Total Families Interviewed (Both 
Home and Store) 447% 56% 





Buying principally from: 


Super-Markets , 24% 76% 
Chain Stores 71 29 
Independent Neighborhood Stores 88 12 
Downtown Independent Stores i 23 











B. Grouped by Income 








Families Interviewed at Home | 58% | 42% 
Low Income 55% 45% 
Medium Income 2 48 
High Income 68 32 
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by the high income group. More of the 
families with high incomes buy at the 
independent service stores than at any 
other type of market. The fact that so 
large a proportion of families in the low 
income group do most of their trading at 
the small neighborhood stores has al- 
ready been discussed. 

Table 2 indicates that 56 per cent of 
the families interviewed buy most of 
their groceries weekly. This does not 
mean, however, that more than half of 
the families in the city buy a week’s 
supply of groceries at a time, for Part A 
includes the super-market interviews. Of 
the housewives interviewed in their 
homes, only 42 per cent said that they 
bought most of their week’s groceries at 
one time. Most of the families whose 
weekly purchases are large patronized a 
super-market. Obviously many families 
will purchase bread, milk, meat, and 
fresh fruits and vegetables at more fre- 
quent intervals than once a week, and 
such “fill-in” purchases may be made 
from either neighborhood stores or 
downtown chains. 

The weekly cost of groceries as re- 
ported by the housewives and shown in 
Table 3 seems to be lower than the fig- 


TaBLe 3. WEEKLY ExpEeNDITURES FOR GROCERIES AS 
EstimateD By Housewives! 




















Home Interviews 
Store 
Amount Inter-| Low |Medium\ High 
views | Income | Income | Income 
Group | Group | Group 
Less than $5.00 6%| 39% 20% — 
#5.00- $6.99 56 14 64 45% 
$7.00- $9.99 22 14 12 18 
$10.00-$12.99 14 14 4 23 
$13 .00-$16.00 2 19 — 14 
100% | 100% | 100% 














1“Groceries” here means goods bought at grocery 
stores, and therefore includes meat for most families and 
milk for some families. 





TABLE 4. CoMPARISON OF SuPER-MARKETS AND 
OTHER STORES 


























Home Interviews 
Store 
Comment Inter- Low |Medium| High 
views | Income | Income | Income 
Group | Group | Group 
A. Prices 
Lower in super | 90% 54% 73% 73% 
About the same 10 46 27 27 
Higher in super ° O° O° ° 
100% | 100% 100% | 100% 








B. Quality of Merchandise 








. | > 
Better in super 22% 36% 32% 9% 
About the same 59 55 44 4 
Poorer in super 19 9 24 50 
100% | 100% | 100% 100% 








ures usually indicated by budget studies 
for families in similar income groups. 
The apparent discrepancy may be ex- 
plained, at least in part, by the fact that 
the amounts listed do not include expen- 
ditures for some perishable foods. Many 
families have their milk delivered by 
milk distributors. Some buy meat from 
specialty butcher shops. A few buy eggs, 
chickens, and fresh fruits and vegetables 
direct from farmers. 

It appears from an examination of the 
material gathered in this survey that 
price is the most important of the factors 
studied causing consumers to trade at 
super-markets.? All who were inter- 
viewed said that the prices were the same 
or lower in the super-market, whereas 
only a minority regarded the merchan- 
dise carried there as better than that 
handled by other stores. 

Fifty per cent of those queried said 
they thought the super-market carried 


2 It should be noted that no attempt was made to 
analyze all possible factors affecting the store prefer- 
ences of consumers or even of all admittedly important 
factors. 
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about the same number of brands as 
other stores, 2 per cent thought it 
carried a smaller number of brands, and 
48 per cent thought that a greater num- 
ber of brands could be found in the 
super-market. Table 5 shows how the 
various groups interviewed differed 
among them shows in their judgments 
concerning the width of the assortments 
offered by super-markets and other 
stores. 

The housewives were asked whether 
they considered telephone shopping sat- 
isfactory. None of the low income group 
and very few of those interviewed in the 
super-market buy their groceries over 
the telephone. Although some families in 
the medium and high income groups do 
use this method of shopping, telephone 
buying of groceries seems to have con- 
tinued the decline noted in previous 
studies in this city. 


TABLE 5. VARIETY OF Branps (Propucrs) CARRIED BY 
SupeR-MARKETS AND OTHER STORES 

















Home Interviews 
Store 
Comment Inter-| Low |Medium| High 
views | Income | Income | Income 
Group | Group | Group 
Super-Market car- 
ries Greater Va- 
riety 48%| 68% 40% 8% 
About Same 
Number 49 32 56 64 
Less Variety 3 ° 4 ° 














The majority of the housewives inter- 
viewed in the survey do not object to the 
self-serve system of buying, but a few 


would prefer to have salesclerks wait on 
them. If more clerks were hired, how- 
ever, prices would probably not be so low 
as under the present method of opera- 
tion. 

Eighty-four per cent of the housewives 
say that they prefer to buy their meat 
regularly from the same man (whether or 
not they buy from a super-market). 

Most of the objections or criticisms of 
the super-market by its customers are of 
a minor nature, since those who made 
them continue to be customers of the 
super-market. However, these objections 
may keep some people away from the 
super-market, and some of the present 
patrons may drift away if they come to 
feel that other stores have equally low 
prices. Some of the objections may be 
inherent in the super-market method of 
operation. The difficulty in finding goods 
is partly the result of size of store and 
stocks. It could be overcome by hiring 
more clerks; but to do so would destroy 
some of the economy in this method of 
operation. One clerk at a central desk 
might, however, largely overcome this 
objection. Complaints of long delays in 
having orders checked could be over- 
come by hiring more checkers and cash- 
iers. This might add to expense unless a 
careful study were made to adjust the 
number to the needs at various hours on 
different days. Complaints of the build- 
ing being cold and of lack of cordiality on 
the part of the manager are objections 
that can be overcome. It is, however, 
hard to provide adequate parking space 
without increasing expense. 

















REPORT OF THE COMMITTEE ON 
INCOME CLASSIFICATIONS ' 


WO YEARS ago at the annual meeting 
Ter the American Marketing Associa- 
tion in Chicago, in December 1939, there 
was brought before the meeting by Wroe 
Alderson of the Curtis Publishing Com- 
pany a question which was becoming of 
increasing concern—namely, the com- 
plete lack of standardization and correla- 
tion in income classifications. Following 
that meeting, there was appointed a 
committee on income classifications. 

After organizing, one of the first opera- 
tions of this committee was an analysis 
and study of the problem. Inquiries were 
directed to a comprehensive list of those 
most active in the use of such classifica- 
tions in the fields of advertisers, adver- 
tising agencies, market research organi- 
zations, colleges, publications, etc. There 
were compiled and tabulated from 38 
such organizations and individuals the 
methods used by them in classifying the 
public by incomes or standards of living. 
No two of these were alike, and of those 
which were closest to one another, no 
two were completely possible of inter- 
relation or inter-interpretation. There 
was evident a situation even more cha- 
otic and even more removed from sound 
and scientific principles than the com- 
mittee or the Association had suspected. 

As the result of two years of work by 
the committee, by the sub-committees 
serving with it, and with the cooperation 
of others in the field, it is possible now to 
report a definite advance toward stand- 
ardization and coordination far greater 
than was anticipated as possible when 
the committee was first appointed, or 
even a year ago. 

The first year’s work of the committee 
was concerned very largely with studies 


? Presented at the semi-annual meeting in December. 


of the different methods used and the 
purposes and requirements of these dif- 
ferent methods. Much time was put in 
by the chairman and members of the 
committee on this work. 

At the annual meeting one year ago in 
Chicago, there was an extended discus- 
sion of the findings of the committee in 
relation to the problems and the oppor- 
tunities and difficulties which existed. At 
this breakfast meeting, attended by 35 
people particularly interested in the sub- 
ject, there was extended discussion. 
There was revealed the confusion exist- 
ing in this particular division of market 
research, which is fundamental to the 
evaluation and wider use of market 
studies. It was furthermore pointed out 
at that meeting that the confusion and 
lack of uniformity not only made market 
studies of limited value because of their 
lack of possible inter-relationship, but 
that it was resulting in confusion of the 
personnel of field organizations in their 
field work and in the reports delivered by 
such confused workers to the organiza- 
tions employing them. 

During the first half of this year the 
committee continued exploring ways and 
means of bringing some clarity out of the 
confusion which was found to exist, and 
at the same time retaining the best of all 
of the knowledge and values which have 
been developed under different and vary- 
ing systems. In addition to the com- 
mittee meetings and the work of the 
chairmanand secretary of thecommittee, 
effective special activities were carried 
on in these studies by Messrs. Alderson, 
Crossley and White. 

At the mid-year meeting of the Asso- 
ciation in June, 1941, at Bloomington, 
Indiana, one morning session was de- 
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voted to the subject of income classifica- 
tion. In the absence of the chairman, the 
meeting was presided over by the secre- 
tary. This meeting was attended by a 
large and keenly interested group. Mr. 
Alderson reported with a comprehensive 
and provocative analysis of the problems 
and of the many factors developed by 
the committee. This was followed by a 
paper by Mr. Crossley discussing the 
situation from the standpoint of those 
who used descriptive terms. Another 
paper prepared by Mr. White was read, 
in his absence, discussing the problem 
from the viewpoint of those using dollar 
income groups. Again it was revealed 
that within each of these two major sub- 
divisions there was little or no agree- 
ment. For example, among those using 
dollar incomes, relatively few use the 
same income breaks or the same meth- 
ods of combining them. The confusion, 
rather naturally, was still greater among 
those using descriptive terms. 

Following an extended discussion in 
which many of the Association members 
took part, there were appointed two sub- 
committees. 

One, a sub-committee on dollar in- 
come classification, with Mr. Alderson as 
chairman. It was the responsibility of 
this committee to see if it might develop 
an agreement, among those using dollar 
income classifications, on a base or bases 
which could be used by all. 

Similarly, Mr. Crossley was appointed 
chairman of a sub-committee to under- 
take the same kind of project among 
those using descriptive terms. 

Each of these gentlemen was empow- 
ered to appoint his own sub-committee 
from among the members of the income 
classification committee and add others 
whom he felt might contribute specifi- 
cally and particularly to the project. 

These sub-committees were organized 
as follows: 


Sub-committee on Descriptive Terms 
—Archibald Crossley, Chairman, and 
Messrs. Franklin Cawl, Chester Haring, 
Arthur Hirose, D. E. Robinson. 

Sub-committee on Dollar Classifica- 
tions—Wroe Alderson, Chairman, and 
Messrs. Ross Eckler, Chester Haring, 
William Harrington, Paul Stewart, Wil- 
ford White. 

Both sub-committees vigorously at- 
tacked their individual problems during 
the summer and early autumn of this 
year. At a November meeting of the 
general committee, the sub-committees’ 
chairmen reported the results of the 
activities of their sub-committees. Both 
chairmen and their committees are to 
be complimented upon the scope of their 
accomplishments. In both cases unanim- 
ity and agreement on standards within 
the two methods were arrived at. 

From the beginning it had been the 
hope of the committee that there could 
be set up standards acceptable to all 
those using dollar incomes and another 
set of standards acceptable to all those 
using descriptive terms. It was further 
hoped that there might eventually be 
found some means whereby those two 
types of standards could be translated 
one to the other, or inter-related. In 
other words, that market studies in 
which descriptive terms were used could 
be translated into a relative picture of 
dollar brackets, or vice versa. While this 
had been the idealistic hope of your com- 
mittee, it had been more hope than faith. 

It was found from the reports of these 
two committees that the goal is much 
nearer and more definite than had been 
expected. 

In arriving at such a highly-to-be- 
desired result, the members of the com- 
mittee and the sub-committees have ex- 
hibited a spirit of mutual understanding, 
cooperation and appreciation of one 
another’s viewpoints which is of the 
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highest credit to those men and to the 
Association with which they are work- 
ing. And right here, it is not amiss to say 
just a word about the inspiration and 
encouragement to this work given by 
our president, Howard Hovde. 

The committee on income classifica- 
tion is now able to report an agreement 
among its members and the sub-com- 
mittees and others with whom they have 
consulted, on a set of standards for de- 
scriptive terms and a set of standards for 
dollar incomes. 

These two sets of standards are recom- 
mended for adoption on the basis of what 
might be called ‘“‘a trial marriage”’ for a 
year. It is not the recommendation of 
the committee that present or estab- 
lished procedure should be changed, but 
that the standards recommended should 
be used in conjunction with such stan- 
dards as are already being employed; in 
other words, they would be supplemen- 
tary to the regular operation of all those 
engaged in such field studies. There 
would then be a correlation between the 
standards and the classifications already 
in use in each such operation. 

By the end of the year it should be 
evident whether these suggested stand- 
ards are wrong in any respect, or whether 
they are as desirable as is thought by 
those who have developed them. If they 
are wrong, nothing will have been lost 
and there will have been no disruption 
of present procedure. If they are found 
to be desirable, there will have been ac- 
complished the major purpose of your 
committee in setting up standards with- 
in each of these two groups. We will then 
know whither to proceed with such 
modifications or changes as experience 
may have indicated. In addition, the 
studies made during the year which have 
been on a correlative basis with these 
standards will be susceptible of interpre- 
tation on the basis of these standards. 


Although the problem of agreement 
upon dollar incomes is perhaps the less 
complex of the two, it was not without 
its serious problems. The question of in- 
come breaks, the question of divisions 
into equal units, the question of whether 
large groups should be broken into indi- 
vidual parts or whether the income class 
should be spread enough to allow for in- 
clusion within any group of homogene- 
ous units—all these and many other 
questions had to be studied and worked 
out. Briefly then, the recommendations 
of your committee, as worked out by the 
sub-committee and approved by the 
committee as a whole, on the subject of 
dollar income standards is the adoption 
and use of the following classifications or 
groups of incomes: 

CLAssIFICATION STANDARD FOR Do.Liar INCOMES BY 


BREAKING PoINTS, WITH 
MonTHLy AND WEEKLY EQUIVALENTS 


Annual Monthly Weekly 
$500 $42 fio 
750 63 15 
1,000 83 20 
1,250 104 25 
1,500 125 30 
2,000 167 40 
2,500 208 50 
3,000 250 60 
4,000 333 80 
5,000 417 100 
7,500 625 150 

It will be noted that these dollar 


breaking points are given in annual, 
monthly and weekly figures. As ex- 
plained in the detailed report of the sub- 
committee, these are approximate equiv- 
alents which have been arrived at as the 
consensus of the best judgment of all 
those consulted. 

In the above groupings there are 
eleven breaking points. This produces 
twelve groups or classifications. It is not 
the thought of the committees that these 
twelve classifications alone, and as such, 
should be used. It is the recommendation 
that, insofar as possible, the field work be 
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done upon the basis of these eleven 
breaking points or twelve groups. They 
will then be combined into such smaller 
groups, or combinations of groups, as the 
individual may find pertinent to his par- 
ticular operations and objectives. If, 
however, as many as possible of those 
who use dollar income figures would ac- 
cumulate the data in the twelve groups 
indicated, regardless of the combinations 
in which they are presented in his re- 
ports, the data would then be susceptible 
of comparison with other studies. With 
these twelve groups used by all, it would 
be possible to coordinate any two or 
more studies upon any agreed-upon set 
of groups. 

In attacking the more complex prob- 
lem of descriptive terms, Mr. Crossley’s 
committee was able to arrive at a solu- 
tion which was even more effective than 
cutting the Gordian knot. This was the 
acceptance of rentals in twelve classifica- 
tions to be used in every case in connec- 
tion with whatever other descriptive 
terms or units may be developed. In 
brief, the solution arrived at is that all 
descriptive terms will be related in all 
such studies to rental units as follows: 


CLASSIFICATION STANDARD FOR DEscRIPTIVE TERMS 
BY RenTAL UNIrTs 


(Monthly Basis) 


$30.00 to $39.99 
$40.00 to $49.99 
$50.00 to $59.99 
$60.00 to $74.99 
$75.00 to $99.99 
$100.00 or more 


$4.99 or less 

$5.00 to $9.99 
$10.00 to $14.99 
$15.00 to $19.99 
$20.00 to $24.99 
$25.00 to $29.99 

The rental units above are given in 
terms of monthly rental, which are the 
commonly used terms. There are twelve 
such groups. 

Your committees have therefore ar- 
rived at a recommended standardization 
within the two major groups. This prob- 
ably is one of the real forward steps in 
practical market research, and it will be 
of value even if carried no further. Your 


committee hopes that it will be accepted 
by all important people working in this 
field. Explanations and reasons for each 
set of standards are embodied in the 
reports of the sub-committees which are 
given as Sections A and B of this report. 

it will be noted that both the dollar 
classifications and the rental unit basis 
are divided into twelve groups. Whether 
those twelve groups are each exactly 
comparable, or to what degree they 
are comparable, is of course uncertain. 
Whether there exists a correlation, or 
may be developed a correlation between 
these two sets of groupings, or some 
modification, is a matter for study and 
experiment. It will be clarified as these 
two groupings may be adopted and used 
during the coming year. 

Your committee and its sub-commit- 
tees have not attempted to offer an over- 
all solution. There remains a problem of 
local levels and conditions as setting the 
standards for the individual city or 
town. On the other hand are the over-all 
averages of the United States as a whole. 
Actual experimenting with these stand- 
ards will be advisable. First of all, studies 
in individual places will be necessary to 
determine in what way they may be ap- 
plied as a national measure, or whether a 
national measure may be applied to in- 
dividual cities and towns. 

Because there are so many variations 
in the problem is one of the reasons for 
development for each system of twelve 
groups with eleven breaking points, to 
give a flexible set of standards. These 
phases are discussed at greater length in 
section “A,’’ supplementary to this re- 
port. 

While the progress toward standardi- 
zation of income classifications is greater 
than was anticipated even a year ago as 
being possible of achievement within this 
time, there is still much to be done in this 


field. 
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First of all is the publicizing of these 
two sets of standards for dollar and de- 
scriptive terms as they have been arrived 
at. There will be many questions arising 
which will require the attention of your 
committee and its sub-committees. A 
mere enunciation of these standards will 
not settle the whole question. There 
must be cooperation and further de- 
velopment. 

Second, is the further and ultimate ob- 
jective of mutual interpretation between 
these two sets of standards. We are now 
more than hopeful that this can be 
worked out in the near future. We have 
found how to attack this problem and 
how to work toward its solution. 

We therefore recommend that, if this 


report of your committee is accepted by 
the American Marketing Association, 
the committee be continued for the fur- 
ther development of this important 
work, so essential to increasing the value 
of the market studies of the future, which 
are going to be ever more important un- 
der the new conditions which we are fac- 
ing as a result of our changing times. 


Respectfully submitted, 


COMMITTEE ON INCOME 
CLASSIFICATIONS 


L. D. H. Weld, Chairman 
Wroe Alderson Lyman Hill 
Archibald Crossley D. E. Robinson 
Chester Haring Wilford White 

Everett R. Smith, Secretary 


REPORT OF SUB-COMMITTEE ON 
DESCRIPTIVE CLASSIFICATION OF INCOME LEVELS 


A meeting of this sub-committee was 
held on Monday, November 3rd, in the 
office of Crossley Incorporated. Present 
were Chester Haring, Earle Robinson, 
Franklin Cawl and Archibald Crossley. 
Arthur Hirose was unable to be present 
at the meeting; but separate discus- 
sions were had with him. Discussions 
and correspondence were also had with 
Elmo Roper, Stanley Newbery, of Ruth- 
rauff & Ryan, L. M. Clark, J. T. Miller, 
of Better Homes & Gardens, Dr. Frank 
M. Surface and Nelson Seubert. This 
report, therefore is prepared on the 
basis of the opinions of eleven persons 
using the Standard of Living Classi- 
fication. We are in essential agreement 
on certain basic points, and such dif- 
ferences as exist apparently are in 
the minority, and also fairly readily 
taken care of. We have striven to adopt 
principles which would be so basic that 
they might possibly be approved by both 
sides of this question. Our hope is that 
these principles are sufficiently close to 


those adopted by the other sub-commit- 
tee that the main committee can agree 
upon a report to the Association. Conse- 
quently, we purposely did not attempt 
to settle everything at this time. We are 
here recommending the adoption of five 
points of which the sth calls for the ex- 
tension of the committee’s work into 
greater detail for the coming year. 

As Point 1 your sub-committee desires 
to suggest that the main Committee in 
its report shall call for a “trial mar- 
riage” of one year. In other words, what- 
ever we all do for the first year should 
not constitute a radical change, but so 
far as possible would be something that 
could supplement our present regular 
operations. Then if, after a year, we 
should find that we were off on the wrong 
track, there need to have been no inter- 
ruption of our original practices. On the 
other hand, if we have found some way 
of living together happily, then we have 
a pretty definite accomplishment and 
also a pretty good idea as to what 
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changes or improvements to make. 

As Point 2 your sub-committee sug- 
gests that in order to arrive at the most 
practical solution of our problems we 
should focus attention upon the indi- 
vidual city or town first of all, rather 
than upon the United States as a whole. 
In other words, we want to find out what 
works best in the smallest unit and then 
see how those units can be accumulated, 
rather than to set up an arbitrary divi- 
sion of the entire United States, and then 
make an effort to apply this national 
division to each individual city and 
town. In making this suggestion we are 
quite well aware of the difficulties that 
are involved. When the suggestion was 
first broached, a few objected on the 
ground that we want to think in national 
terms in our reporting and that the sum 
of local conditions might not produce 
convenient national yardsticks. The 
point was also raised that what repre- 
sents the top income level in a low class 
town would not by any means equal the 
top income level for the United States as 
a whole. This obviously raises the ques- 
tion as to whether ultimately we should 
attempt (a) to stratify cities and towns 
across the country so that our national 
sum represents the aggregate of top in- 
comes locally, for example, (b) to set 
up some national definition of upper 
income levels, for example, and inter- 
pret local conditions on a national basis, 
reporting no top income class locally 
when there is no class which equals 
the national average, or (c) to attempt 
a combination of these two. By the 
last we would operate first of all i 
local terms and then later set up a 
method by which local situations could 
be translated into national scales. We 
are inclined to believe that the last of 
these alternatives is the most practical. 

If we adopt a yardstick which first of 
all can be applied locally, we can proceed 


to United States totals, provided our 
yardstick is sufficiently flexible and pro- 
vided also that it gives us sufficient of 
the type of information which we want. 
Whatever national averages may be set 
up at any time, must of necessity in our 
opinion arise from the summing of local 
data. We therefore feel justified in giving 
first attention to a locality, particularly 
because in actual field operations we 
whall have to work in individual locali- 
ties. We recognize that in order to obtain 
a true national figure from the sum of 
local figures, it is necessary for us to have 
a selection of locations which in the ag- 
gregate represents a true cross-section of 
the nation. That, of course, is what we 
try to do most of the time and if a meas- 
urement of a poor type of city would ill 
express a national situation it must be 
observed that most cities would be aver- 
age, and there would be a tendency for 
the poor types of cities to balance against 
the better class types of cities if our selec- 
tion of all them represents a true cross- 
section. While the principle involved 
raises the question as to how easy it 
would be to compare one city with an- 
other, we think that the plans we have 
are in sufficient detail so that either a 
national or local yardstick could be used. 
The sub-committee has considered sev- 
eral suggestions for later studies which 
might enable us to set up gauges by 
which we can classify certain cities and 
towns differently from others. 

Point 3 is that the American Market- 
ing Association should adopt a small and 
very flexible unit, and that this unit 
should be of such a character that any 
individual could make combinations of 
units as desired. This would seem to us 
to get around the difficulties already ex- 
perienced in trying to reconcile the dif- 
ferences in intervals now used by the 
various people in the business. We could 
satisfy those who want the 3 divisions 
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and those who want 4, § or 6 divisions, 
because the units could be combined as 
desired. Also, we could satisfy those who 
want equal divisions and those who want 
unequal divisions, because the units 
could be broken down according to what- 
ever groups the Marketing Association 
might finally decide upon. And even if 
not broken down it would be possible to 
express each individual classification as 
used today in terms of Marketing Associ- 
ation units so that we could make closer 
comparisons of different jobs than had 
ever been made before. Your sub-com- 
mittee disagreed somewhat at the outset 
as to the number of such units. We had 
originally thought in terms of equal dec- 
iles, but a question was raised as to 
whether deciles would be small enough. 
If we had 2oth parts, then each part 
would be a 5% segment and such small 
units could pretty easily be put together. 
We agreed finally in committee upon 
what seems to be a perfectly natural 
compromise. 

This compromise came about when we 
gave consideration to the question of the 
character of the unit. Of all those avail- 
able for consideration, the one which 
comes closest to what we need in general, 
and the one on which there is the great- 
est amount of information, is rental 
value. The sub-committee recognizes, of 
course, that there are distinct limitations 
to rentals as an index to income, particu- 
larly in individual cities and towns. 
There is a tendency for our troubles in 
this respect to wash out in national aver- 
ages, but we would not claim that rent- 
als are the complete answer to all of our 
problems. Instead we think that they rep- 
resent the nearest in all respects to 
what we should like to have. The new 
census will provide rental information in 
a great deal of detail. For example, we 
shall have from the census, data on the 
intervals listed below for (a) each tract 


in tract cities; (b) each ward in untracted 
cities of 100,000 or more; (c) each city 
of 2,500 to 100,000; (d) that part of the 
balance of each county which is included 
in a metropolitan district, divided by 
farm and non-farm; (e) that part of the 
balance of each county which is not ina 
metropolitan district, divided by farm 
and non-farm. These are the intervals: 


$2.99 or less; $3 to $4.99; $5 to $6.99; 
#7 to $9.99; $10 to $14.99; $15 to 
$19.99; $20 to $24.99; $25 to $29.99; 
$30 to $39.99; $40 to $49.99; $50 to 


$59.99; $60 to $74.99; $75 to $99.99; 
$100 or more. 


We would favor combining the first two 
and the second two which would give us 
12 rental units and we would like to in- 
crease these if it is possible to break 
down further those groups over $75. 

Further, the census will give us for all 
cities of 50,000 or more inhabitants in 
1930 the total number of dwelling units, 
reported by blocks, and the average 
monthly rent. By enumerating districts 
we shall have similar information for (a) 
each urban enumeration district except 
those in cities having 50,000 or more in- 
habitants in 1930; (b) each rural enu- 
meration district, but limited to non- 
farm dwelling units. 

It happens that rentals are fairly easy 
to obtain accurately in interviews. They 
are also pretty flexible, and they are apt 
to remain for sometime as an integral 
part of census operations. Therefore, 
particularly if the census is made more 
frequently, we shall have a great deal of 
trend material. In any event it will be 
possible to collect additional data on 
rentals and rental values from real estate 
companies, tax offices, etc. 

It should be possible to obtain a great 
many breakdowns of the census by 
rental groups without special runs, and 
with special runs a great deal more in- 
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formation could be obtained. For ex- 
ample, possible cross-classification data 
would include: race, color, age, sex, 
education, employment, occupation, 
homes by ownership or rent, mortgages 
held, state of repair, number of rooms, 
persons per room, persons per occupied 
dwelling unit, year built, plumbing 
equipment, lighting, type of structure, 
year built, radio, fuel, refrigeration. 

In the end, it might very well be pos- 
sible to express rental groups in terms of 
dollars of income, by special studies re- 
lating the two. Certainly rentals and 
possessions could be correlated. 

Rentals would never be an exact guide 
in individual instances either to income, 
to standard of living, or to possessions. 
In totals, however, they should be of 
practical value. We think they are the 
best of the flexible indices available. It 
should be borne in mind that we are 
primarily interested in (a) proper alloca- 
tion of our work and (b) general class 
interpretation. There is no reason why 
interpretation must rest only with rental 
groupings. Most of us could, and would, 
punch on cards many other items such 
as education, telephones, automobiles, 
even dollars of income. The American 
Marketing Association rental units 
would be for the purpose of standardiza- 
tion—anyone could add such other in- 
terpretation as desired. 

Finally, regarding the suggestion re- 
ferred to above for classification of 
towns. The sub-committee would recom- 
mend at this time only that the work of 

the main committee should be carried on 
with particular reference to such classifi- 
cation. One suggestion that has been 
given is that a statistical analysis of 
rental frequency tables should be made. 


It is possible that one city with a given 
spread of rentals and a tendency to clus- 
ter at the top, could by some means be 
classified as a high income level city, 
whereas another city with very little 
spread between a low rental and a mini- 
mum rental, and a tendency to cluster 
among the lower rentals could be identi- 
fied as a low income level city. There are 
things which would need a great deal of 
study. 

In general, then, your sub-committee 
recommends to the main committee the 
following: 


(1) That there should be a period of 
“trial marriage.” 

(2) That attention should be focussed 
upon individual towns to form a 
United States total, rather than 
the other way around. 

(3) That American Marketing Asso- 
ciation units should be created, of 
sufficiently small size so that they 
could be utilized in groups at will. 

(4) That the unit to be adopted 
should be in terms of census clas- 
sification of rental values. 

(5) That the work of the committee 
should be extended to give ade- 
quate consideration to ways of 
describing an individual town or 
part of a town, not only in terms 
of the town itself, but also in terms 
of relative national standards of 
living. 


Respectfully submitted, 


SUB-COMMITTEE ON DESCRIPTIVE 
CLASSIFICATION 


Archibald M. Crossley, Chairman 
D. E. Robinson Chester Haring 
Arthur Hirose Franklin Cawl 
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REPORT OF SUB-COMMITTEE ON 
DOLLAR CLASSIFICATION OF INCOMES 


The sub-committee summarizes the 
requirements of an acceptable system of 
dollar income classification as they have 
developed out of discussion to date; and 
presents three proposed systems of clas- 
sification, any one of which might satisfy 
these requirements reasonably well. 

The division of families into twelve in- 
come groups set off by round dollar 
breaking points grew out of the fact that 
Mr. Crossley’s sub-committee is present- 
ing a report with a “standard of living” 
classification setting up twelve groups 
based on rentals or rental values. The 
number “twelve” was decided upon 
as representing the largest number of 
groups which can be conveniently de- 
signated in a single column on a punch 
card. The committee anticipates that 
some research organizations will not 
want to use as many as twelve groups 
whether classification is made by rent or 
by income. The committee will urge, 
however, that all who use a smaller num- 
ber of groups should form their own set 
of groups by combinations from the sug- 
gested list of twelve. Thus the essential 
function of the sub-committee on dollar 
classification becomes that of presenting 
a panel of eleven breaking points which 
can be used to divide families into twelve 
groups, or from which a smaller number 
of breaking points can be selected by 
those who would not desire such detailed 
classification. 

_For sake of brevity the problem will be 
discussed from here on in terms of break- 
ing points, although it should be kept in 
mind that in any system the number of 
income groups exceeds the number of 
breaking points by one. Thus three 
breaking points provide for four income 
groups and eleven breaking points pro- 
vide for twelve income groups. 


One requirement for an acceptable 
system of classification is that of provid- 
ing maximum flexibility for those who 
may wish to combine the suggested 
groups into broader groups. That re- 
quirement has already been taken into 
account in setting up twelve groups 
which is the largest number which can be 
fitted readily into machine tabulation 
procedure. The other four principal re- 
quirements which have been discussed 
are as follows: 


1. The breaking points should be 
round dollar figures and should be 
in line with current practices as 
much as possible. 

The breaking points should be suffi- 

ciently numerous toward the lower 

end of the income scale for adequate 
sampling control in the field. 

3. The selection of breaking points 
should take into account the still 
more detailed system of classifica- 
tion which the Census is using in 
tabulating family income data. 

4. The system should provide not only 
annual income breaking points but 
monthly and weekly equivalents 
which work out as neatly as pos- 


sible. 


With respect to the first requirement, 
the following table is presented showing 
systems of breaking points now in actual 
use. This table covers eleven systems— 
ten which were discussed in an earlier 
memorandum and one more which was 
submitted to the general committee at 
its meeting on November 17. This new 
system of breaking points which has re- 
cently been adopted by a leading organi- 
zation is designated by the letter “K”’ 
in the table. This system uses six break- 
ing points as indicated, thus dividing 


i) 
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TasB_e I. CLassiFICATION OF FAMILIES BY ANNUAL 
Income, ELteven Systems oF BREAKING Points 
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families into seven income groups. It is 
notable that with more breaking points 
than any other system shown, the highest 
used by system K is $3,000, while the 
breaking points of $500 and $750 are 
lower than any used by the other ten 
systems. Thirteen breaking points in all 
are used by these eleven systems and an 
attempt has been made to give due con- 
sideration to the breaking points shown 
in this table in suggesting a panel of 
eleven breaking points to meet the new 
instructions of the general committee. 
With respect to the second point of 
pushing classification further down the 
income scale to facilitate sampling con- 
trol, the general arguments were sum- 
marized in the earlier report by the sub- 
committee. A new argument is advanced 
by George Gallup who is the author and 
user of System K as shown in Table I. 
The method of field classification which 
the Gallup organization is now following 


is that of showing the respondent a card 
on which income brackets are designated 
and asking her to classify her family in 
one of these brackets. Mr. Gallup has 
found that there is some reluctance on 
the part of respondents to classify them- 
selves in the very lowest bracket. Thus 
he finds the bracket under $500 useful 
in field practice even in areas where he 
does not expect to find many families so 
far down the scale. The fact that such a 
bracket is on the card apparently makes 
it easier for consumers to tell the truth 
if they actually fall in the bracket $500- 
$750. 

The third requirement of bearing in 
mind the plan of tabulation which the 
Census Bureau will follow in reporting 
family income data means primarily that 
the system adopted should consist only 
of breaking points in round hundred dol- 
lar figures. Thus a breaking point of $750 
is slightly awkward from a Census stand- 
point since it takes two columns on a 
tabulating card to identify this figure 
while $700 or $800 can be identified in 
only a single column. Two of the systems 
of classification suggested in the next 
table follow this restriction while the 
other departs from it at two points by 
including $750 and $1250 in the panel. 

The final consideration of choosing 
breaking points which can be translated 
readily into weekly and monthly equiva- 
lents is one of the most difficult to answer 


Tas te IJ. Turee Sets or BREAKING PoINTS BY 
ANNUAL INCOMES 


I IT III 
$300 $500 $500 
750 800 

goo 1,000 1,000 
1,200 1,250 1,200 
1,500 1,500 1,500 
1,800 2,000 2,000 
2,400 2,500 2,500 
3,000 3,000 3,000 
3,600 4,000 4,000 
4,800 5,000 5 ,000 


6,000 7,500 6,000 
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satisfactorily. It is hard to find any set 
of round dollar annual income figures 
which can be divided into twelve equal 
parts to get monthly figures and into 
fifty-two equal parts to get weekly 
figures and still come out with results 
that do not include odd dollars or frac- 
tions. It is believed that one simplifica- 
tion that is entirely justified is that of 
dividing the annual figure into fifty 
parts for weekly equivalents rather than 
fifty-two. Families which receive their 
income on a weekly basis are probably 
more likely to work fifty weeks a year 
than fifty-two. Figuring equivalent 
breaking points on a fifty-week basis is 
thus no more than a moderate correction 
for the exaggeration of income state- 
ments which may result from giving the 
consumer an option of replying on a 


Taste III 
SET I 
Breaking Points with Monthly and Weekly Equivalents 

Annual Monthly Weekly 

#300 #25 #6 

600 Lie) 12 

goo 75 18 
1,200 100 24 
1,500 125 30 
1,800 150 36 
2,400 200 48 
3,000 250 60 
3,600 300 72 
4,800 400 96 
6,000 500 120 


weekly basis. Even when the plan of 
classification is based on a fifty-week 
year there is still some problem of finding 
acceptable annual figures that are di- 
visible equally by twelve or fifty. The 
only way to do this and still follow the 
Census requirement of sticking to even 
hundreds for the annual figures is to 
choose breaking points which are multi- 
ples of $300. This has been done in the 
first set of suggested breaking points as 
shown in Table II. 


It is believed that if breaking points 


385 
TasB_e IV 
SET Il 
Breaking Points with Monthly and Weekly Equivalents 
Annual Monthly Weekly 

$500 $413 $10 
750 624 15 
I ,000 834 20 
1,250 104% 25 
1,500 125 30 
2,000 1663 40 
2,500 2084 50 
3,000 250 60 
4,000 3334 80 
§,000 4163 100 
7,500 625 150 


are adopted which will not permit both 
monthly and weekly equivalents to work 
out as round figures, it is best to favor 
the weekly figure. Experience with these 
methods of classification in the field in- 
dicates that annual and weekly figures 
would take care of the great majority of 
families and that only a very small per- 
centage prefer to report their income on 
a monthly basis. Thus all three sets of 
breaking points shown in terms of annual 
income in Table II are evenly divisible 
by fifty whereas the breaking points in 
Set I are also evenly divisible by twelve. 
Tables III, IV and V take each set of 
breaking points and show the monthly 
and weekly equivalents. 


TABLE V 
SET Ill 
Breaking Points with Monthly and Weekly Equivalents 

Annual Monthly Weekly 
$500 $413 fio 
800 663 16 
1,000 834 20 
1,200 100 24 
1,500 125 30 
2,000 1663 40 
2,500 2084 50 
3,000 250 60 
4,000 3334 80 
§ ,000 4163 100 
6,000 500 120 


The relative advantages and disadvan- 
tages of the three systems are as follows: 
The breaking points in Set I meet the 
Census tabulating requirement and pro- 
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vide the most convenient set of weekly 
and monthly equivalents but depart 
farthest from the breaking points in 
common practice as shown in Table I. 
Set II adheres most closely to existing 
practices and provides convenient weekly 
equivalents but the monthly equivalents 
are quite awkward and the Census tabu- 
lating requirement is violated at two 
points, namely, by the inclusion of $750 
and $1,250.Set III is a sort of compromise 
plan which conforms with the Census 
tabulating requirement but departs from 
current practice in several of the break- 
ing points selected and is still quite un- 
satisfactory with respect to monthly 
equivalents. 

The sub-committee submitted these 
three sets of breaking points not only to 
the members of the sub-committee, but 
also to others of the general committee 
and to several who had collaborated in 
these studies. 

Of eleven who expressed a preference 
for one of these three groups, seven (or a 
clear majority) favored Set II. Two 
voted for I, and two for III. Of these 
latter four, two later volunteered to 
switch their votes to Set II as being com- 
pletely acceptable to them. These two, 
it may be interesting to note, are Messrs. 
Alderson and Smith—supposed to be the 


“great antagonists” on this subject at 
one time. Another member gave Set II 
as his second choice. 

There is thus a clear majority for Set 
II, which has been adjusted as to even 
dollars on the monthly breaking points 
—and consequently stands as follows: 


TaBe IV 
SET II 
Breaking Points with Monthly and Weekly Equivalents 


Annual Monthly Weekly 
$500 #42 #10 
750 63 15 
1,000 83 20 
1,250 104 25 
1,500 125 30 
2,000 167 40 
2,500 208 50 
3,000 250 60 
4,000 333 80 
5,000 417 100 
7,500 625 150 


The sub-committee therefore offers as 
its recommendation the adoption of an 
eleven-breaking-point-system for dollar 
income classification as above. 


Respectfully submitted, 


SUB-COMMITTEE ON DOLLAR 
CLASSIFICATIONS 
Wroe Anderson, Chairman 
Chester Haring Ross Eckler 
Wilford White William Harrington 
Paul Stewart 
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RESEARCH IN MARKETING COMPLETED 
AND IN PROGRESS 


Editor, ROLAND S. VAILE 
Associate Editors: Ratpw E. Breyer, Cuarces F. Puituips, J. HAarotp STEHMAN 


Research completed and in progress is 
classified in this section under the list of gen- 
eral headings given below. Individual items 
are designated by the number of the general 
class into which they fall and, also, by a serial 
number within the class. It is expected that 
this classification will be used consistently 
in subsequent issues of THE JOURNAL. It is 
hoped that this method of designation will 
lead to easy reference by our readers. Sug- 
gestions from them as to desirable changes 
will be welcomed by the editors. 


List or GENERAL HEADINGS 


1. Advertising 
Commodity Studies 
2. Industrial Marketing 
3. Marketing Farm Products 
4. Marketing Minerals 
5. Marketing Services 
6. Producers’ Marketing of Consumer 
Goods 
7. Product Analysis 
8. Consumer Studies 
9. Cost of Marketing 
10. Foreign Trade 
Functional Marketing 
11. Cooperative Marketing 
12, Credit—Mercantile and retail 
13. Retailing 
14. Transportation 
15. Warehousing 
16. Wholesaling 
Government and Marketing 
17. Federal, state, local regulation 
18. Taxation 
19. Marketing Theory 
20. Prices and Price Policies 
Statistics 
General Market Statistics 
Market Area Studies 
Research Technique 
Miscellaneous 
. War and Marketing Policy 


www WKY WY 
init Wn 


1. ADVERTISING 


1.1 What Is Life Like with the Enemy Less 
than Twenty Minutes Away? New 
York: Lord and Thomas, Inc. 1941, 
28 pp. (Free). 


This pamphlet, in folio size, reproduces 
some 47 British newspaper advertisements of 
1941, the third year of war. Among the 34 
commercial advertisements, there are groups 
illustrating the use of advertising under se- 
vere product-shortage conditions, its use 
where the products are no longer available at 
all, the use of war only as a “headline,” and 
the complete absence of any mention of war. 
Thirteen advertisements illustrate British 
Government advertising. There is a chart 
showing British newspaper advertising vol- 
ume, commercial and government, by months 
from January, 1940 to September, 1941. The 
last four pages of the study contain charts 
and tables on the trend of unemployment; 
weekly wage increases; cost of living index; 
working family’s weekly grocer bill; middle- 
class family’s weekly budget; income, spend- 
ing and saving, 1938 and 1940; and retail 
shopping hours in peace and war. 


1.2 ‘*...for the Defense.” New York, 
Magazine Marketing Service. (No 


date or price given.) 


This pamphlet presents large reproductions 
of fourteen advertisements that bear the un- 
mistakable marks of defense conditions. A 
brief statement explaining the advertising 
policy of each of the companies involved 
(nearly all of which produce industrial goods) 
is given by one of its executives. It is excel- 
lent illustrative material for class-room work. 


1.3 A Primer for Industrial Exhibitors. New 
York, Association of National Ad- 
vertisers, Inc. 1941, 63 pp. (No price 
given.) 
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Prepared by the Association’s Committee 
on Industrial Exhibits principally for the use 
of industrial-advertiser members. The study 
is concerned mainly with the mechanics of 
taking part in industrial and trade shows, as 
can be seen from the following subject head- 
ings: purpose of the exhibit, selecting the 
right show, selecting exhibit space, planning 
the exhibit, shipping and setting up the 
exhibit, operating the exhibit, dismantling 
the exhibit, following up the show. The basic 
elements of each of these subjects are given a 
clear and concise explanation, which is sup- 
plemented by numerous check-lists that fa- 
cilitate the application of the principles by 
the exhibitor. An excellent index is appended. 

It is a most serviceable guide for those who 
are novices in exhibiting at industrial and 
trade shows. It should also prove a helpful re- 
minder to the veteran exhibitor. From it 
teachers and students can learn that success- 
ful exhibiting demands as much attention to 
the “mechanics” of the work as does adver- 
tising in print. 


1.4 Radio Advertising Volume 


Dr. Herman S. Hettinger of the University 
of Pennsylvania completed an analysis of the 
financial operations of radio stations and 
networks for the period 1935-1940. This was 
published in The Broadcasting Year Book in 
February. It deals mainly with changes in 
advertising volume and the shifts of this vol- 
ume within various classes of stations. 


1.5 The Generic Use of Trade Names, by 
John G. Jenkins, The Fournal of Ap- 
plied Psychology, December, 1941, 
Pages 697-702. 


It has long been common knowledge that 
certain trade names come to be accepted as 
referring to a whole class of articles. For ex- 
ample, to some people Kodak is used as the 
generic name for all cameras. The present ar- 
ticle presents a technique for discovering the 
extent to which a trade name is becoming a 
generic name. In brief, it consists of using a 
list of trade and generic names, and asking 
the respondents to distinguish between them. 
When tried out on two groups of respondents 
a remarkable agreement was found—and it 


was clear that there were marked differences 
as regards the degree to which trade names 
are accepted as generic names. No effort was 
made to discover the cause of these marked 
differences. 


1.6 The Press in the Contemporary Scene, 
Edited by M. M. Willey and R. D. 
Casey, The Annals, January, 1942, 
Pages 1-175. 


Two articles in particular will interest 
marketing men in this issue of The Annals. 
In “The Press and Advertising” Charles L. 
Allen, assistant dean and director of re- 
search of the Medill School of Journalism, 
discusses the relation of advertising and 
business expansion, of advertising income to 
newspaper revenues, and of advertising to 
consumers. William A. Summer’s “The Press 
and Agricultural News”’ will be of special in- 
terest to those students of the marketing of 
agricultural products. 


1.7 Conference of Newspaper Research and 
Advertising Men 


The use of Census data in newspaper re- 
search and marketing of advertising space 
was the subject of a two-day conference Jan- 
uary 21 and 22 in Washington. Participating 
in round table discussions at the conference 
were 65 representatives of about 160 news- 
papers and staff members of the Bureau of 
the Census. 

The interchange of ideas on the values and 
uses of Census data in various aspects of 
marketing the newspapers and their services 
was very helpful to both groups. The news- 
paper representatives were informed of avail- 
able data. The various types of information 
furnished by the Bureau and the manner of 
presentation were evaluated and criticized. 
A digest of the proceedings has been pre- 
pared and is available from the Bureau. 


3. MARKETING AGRICULTURAL 
PRODUCTS 


3.1 Ways of Conserving Tires and Reduc- 
ing Other Expenses in the Distrbu- 
tion of Milk. Roice Anderson and 
Leland Spencer, Cornell University 
January 1942. (Mimeo.) 
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The possibilities discussed include: elimi- 
nation of duplication; alternate-day deliv- 
eries; volume discounts; elimination of 
special deliveries; daylight deliveries; horse- 
drawn vehicles. It is concluded that the most 
promising change from the viewpoint of 
tire conservation and cost saving is the adop- 
tion of alternate-day delivery. 


3.2 The Dairyman’s Plight, by Everett Case, 
Harvard Business Review, Winter 
1942, Pages 233-243. 

Everett Case, President-elect of Colgate 
University, discusses in considerable detail 
the recent efforts of dairy farmers in the New 
York City milkshed to secure higher milk 
prices. The discussion is of special interest 
to marketing men as it clearly indicates the 
necessity for reducing the cost of marketing 
milk. As Dean Case puts the matter: “The 
price of milk to the consumer is in large meas- 
ure a marketing problem which is not to be 
solved by asking the producer to accept less 
than cost” (p. 243). 


3.3 Trucking Milk to Providence, Rhode 
Island 


“Trucking Milk to Providence, Rhode Is- 
land” is the title of a recent mimeographed 
report issued cooperatively by the Division 
of Marketing and Transportation Research 
of the Bureau of Agricultural Economics and 
the Rhode Island Agricultural Experiment 
Station. This report, prepared by Alan Mac- 
Leod, J. L. Tennant, and W. J. Corr, at- 
tempts to answer the question as to what 
savings might be expected if milk produced 
for the Providence market were assembled in 
the most efficient way. Methods by which 
the number of trucks, total distance traveled, 
gasoline and oil consumed, wear on tires and 
number of truck operators might all be re- 
duced are presented in detail. The timeliness 
of a plan to save rubber, trucks and labor is 
obvious, and the increased efficiency in milk 
assembly which the plan would bring is al- 
ways a desirable goal. 

This study is one of a series of studies, con- 
ducted through the New England Research 
Council, which presents a plan for a complete 
reorganization of milk trucking from farm to 


plant in New England. These studies, to- 
gether with an analysis of economies of size 
of milk plants, constitute an effort to plan a 
marketing system with efficiency the dom- 
inant motive. 


3-4 Milk Marketing in New England 


A report on “Economies of Scale in the 
Operation of Country Milk Plants in New 
England” has been completed by Mr. R.G. 
Bressler, Jr. of the Connecticut State Agri- 
cultural College, for the Division of Market- 
ing and Transportation Research, and is 
being prepared for printing. This report ana- 
lyzes the organization of milk plants in rela- 
tion to the volume of milk handled and their 
efficiency in terms of cost per hundred- 
weight. Detailed factual material is pre- 
sented showing the relation of important 
cost factors to volume, including labor, cool- 
ing equipment, washers, light, heat, and 
building. 

It is shown that to handle a specified daily 
volume of milk, the least-cost optimum or- 
ganization of the plant will often be such as 
to operate below capacity. This aspect is in- 
tensified when area collection costs are con- 
sidered and the over-all optimum determined 
for least cost of collection plus plant opera- 
tion. 

The report was prepared as one phase of an 
extensive program to improve efficiency in 
the marketing of milk in the New England 
area. The results will provide a basis for de- 
termining what type of country plant facili- 
ties are needed and what their costs and 
charges should be. Methods of analysis which 
are developed will find application in the 
study of other farm products and in other 
areas. 


3-5 A Guide for Planning Wholesale Fruit 
and Vegetable Market Facilities 


To help cities plan useful improvements 
which may be a part of a public works pro- 
gram after the war, the Division of Market- 
ing and Transportation Research has pre- 
pared a guide to be used in analyzing the 
wholesale produce market situation in any 
city, to determine weaknesses in the existing 
markets and what type of facilities may be 
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needed to handle the products in an efficient 
manner. 

Inadequacies in terminal markets affect 
many groups—producers, shippers, trans- 
portation agencies, retailers and consumers, 
as well as the dealers who are actually lo- 
cated in the markets. Many attempts at im- 
provement have fallen far short of their pur- 
pose, or have even made the situation worse, 
largely because of divergent interests of some 
of these groups. Improvement is of direct 
importance to many people, and has proved 
to be difficult of accomplishment, so it is fit- 
ting that the construction of needed facilities 
be included in _ reservoir of useful public 
projects. 

The guide outlines the information to be 
obtained on how fruits and vegetables are 
handled, from the time and place of arrival 
in the city until delivery to the retailers. 
Location and description is to be made of 
each place where the products are received 
and sold, and a complete account given of the 
methods by which they are moved and han- 
dled through all wholesale channels. An 
introductory statement points out that other 
parts of the marketing system are equally 
important and need similar study, but this 
outline pertains only to city wholesale mar- 
keting facilities. 

The guide is not expected to supply all the 
answers as to just what should be done in a 
particular city. Its primary purpose will be 
to indicate whether the total costs of dis- 
tribution might be materially reduced. If 
further action is then decided upon, the type, 
size, number and location of new facilities 
will have to be determined. For this the 
survey will have developed much of the basic 
information. 


3-6 San Francisco Wholesale Fruit and Veg- 
etable Markets 


As a result of a formal request by the 
Board of Supervisors and the Mayor, a com- 
plete survey of San Francisco’s wholesale 
fruit and vegetable markets will be started 
by the Division of Marketing and Trans- 
portation Research of the Bureau of Agri- 
cultural Economics and the California Col- 
lege of Agriculture at Berkeley soon. 


This study will analyze every handling 
operation through which fruits and vegeta- 
bles move between the city limits and retail 
stores in order to locate and measure inef- 
ficiencies and formulate plans for correcting 
them. A definite plan for market improve- 
ments will be recommended to the city of- 
ficials in time for any necessary new con- 
struction to be included in any public works 
program which may be inaugurated at the 
close of the war. 


3-7 The Organization of the Kansas City 
Fruit and Vegetable Trade 


William E. F. Conrad of the Division of 
Marketing and Transportation Research, 
Bureau of Agricultural Economics, and J. W. 
Park of the Fruit and Vegetable Division, 
Agricultural Marketing Service, are just 
completing a study of the organization of the 
fresh fruit and vegetable industry in the 
Kansas City trade area. Attention is being 
given to the volume handled and methods 
used by each of the following types of dis- 
tributors: corporate chains, voluntary chains, 
wholesaler-retailer tie-ups, and wholesalers 
and retailers operating independently. The 
trend of business of each type of distributor 
is being determined, and an effort is being 
made to find possible ways of introducing 
more efficient handling methods. This en- 
deavor to find out which way the industry is 
headed will also be useful in planning the 
best type and use of market facilities. A 
mimeographed report will be available in the 
near future. 


3.8 The Wholesale Fruit and Vegetable 
Market of Augusta, Georgia 


William C. Crow of the Division of Mar- 
keting and Transportation Research, Bureau 
of Agricultural Economics, and L. E. 
Farmer, of the Georgia Agricultural Exten- 
sion Service, have completed a survey of the 
produce market needs of Augusta, Georgia 
where the population to be fed has almost 
doubled within the past year because of the 
war situation. The type of facilities needed 
was determined, and satisfactory sites were 
found. City officials and civic bodies co- 
operated in making the study and are now 
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endeavoring to establish and operate the 
market. Blueprints have already been pre- 
pared and negotiations are under way for a 
site. It is hoped that the new market can be 
ready for operation by the beginning of the 
local season. 


3.9 The Hartford Produce Market 


At a recent session of the Connecticut 
legislature, Regional Marketing Authority 
was created and funds were appropriated to 
build a produce market in Hartford. William 
C. Crow, of the Division of Marketing and 
Transportation Research, Bureau of Agri- 
cultural Economics, was called to Hartford 
to work with the Authority in deciding what 
type of facilities are needed, where they 
should be built, and otherwise assist in 
planning the new development. Preliminary 
drawings of the plans have been made, a site 
selected, and estimates made of construction 
costs and availability of materials. The fa- 
cility, if built, will include stores for whole- 
salers and jobbers, sheds for farmers and 
truckers, a poultry auction building, offices, 
rail facilities and other facilities needed to 
make a modern market. Prospective tenants 
have assisted in working out the plans, and 
if a sufficient number of satisfactory leases 
are signed, it is planned to start construction 
in time for the market to open in June. 


3.10 Marketing Agricultural Products. Mis- 
cellaneous studies at the University of 
Illinois. 


The experiment station has published a 
bulletin dealing with business policies of 
country grain elevators which summarizes 
the work of L. J. Norton, to date, in that 
field. 

The extension service has published a cir- 
cular on the topic, “When Should Grain Be 
Marketed?” prepared by Professor Norton. 

A circular dealing with the problems in 
connection with the marketing of Illinois 
peaches is in process of publication—the 
author is V. A. Ekstrom. 

A number of articles prepared by R. W. 
Bartlett and assistants dealing with problems 
in milk and cream marketing have appeared 
in Illinois Farm Economics. 





Mr. Ekstrom is continuing his study of the 
marketing problems of local vegetable 
growers in the Chicago production area. 


7. PRODUCT ANALYSIS 


7.1 ‘Relation of Weather and Its Distribu- 
tion To Corn Yields,” by Floyd E. 
Davis and George D. Harrell of the 
Agricultural Marketing Service. 


The study is precise, setting down in terms 
of absolute bushels per acre the effect of 
temperature and rainfall at a given timeof 
the year. 

Among the interesting conclusions reached 
by this study are the following: 

Of the two weather factors, maximum tem- 
perature seems to be the more dominant in 
its effect upon corn yields. At least part of 
the beneficial effect of additional rainfall -is 
due to the associated effects of the accom- 
panying lower temperature. 

Optima for maximum temperature for 
corn grown under the field conditions range 
from 77° F, at Lincoln, Neb., to 85° at 
Columbia, Mo. 

Comparison of the effect of the amount 
and distribution of rainfall on the same 
variety of corn grown under divergent cul- 
tural conditions indicates that the effect dif- 
fers markedly between high and low-yield 
series. 

Average rainfall appears sufficient for corn 
in Iowa, the heart of the Corn Belt, prob- 
ably because of the water-storing capacity of 
the soil. 

The seasonal distribution of the factors of 
rainfall and maximum temperature was 
found to be important at most of the loca- 
tions studied. 


7.2 Cotton Packaging 


The Bankhead-Jones packaging and press- 
ing research tests with cotton are being car- 
ried on by the Agricultural Marketing 
Service despite the handicap of delays in 
contract machinery which are unavoidable 
under the war conditions. This research is for 
the purpose of exploring for improved meth- 
ods of packaging and handling.in marketing 
channels which will cut costs and reduce 
waste. 
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7.3 Wool Shrinkage 

Progress in the wool shrinkage studies re- 
ported by the Agricultural Marketing Serv- 
ice shows that the “open seam” method of 
random sampling, although still in the ex- 
perimental stage, has potential commercial 
value. Sampling under this method has been 
quite accurate, with a variation as low as 1.5 
per cent between the samples and the bulk. 


7.4 Cotton Moisture Testing 


Department of Agriculture scientists have 
reported success in the development of rela- 
tively simple instruments which aid in over- 
coming the economic difficulties accompany- 
ing the ginning of damp or wet cotton. A 
method, and several instruments, for quickly 
determining the moisture content of seed 
cotton as delivered in bulk to the gin are ex- 
plained in a new Department publication— 
Circular No. 621, “A Practical Seed Cotton 
Moisture Tester For Use At Gins.” The cir- 
cular includes illustrated directions for con- 
structing the moisture-testers. Research in 
seed cotton moisture is a joint project of the 
Agricultural Marketing Service and the 
Bureau of Agricultural Chemistry and En- 
gineering. 


8. CONSUMER STUDIES 


8.1 Consumer Education for Life Problems, 
Proceedings of the Third National 
Conference, Institute for Consumer 
Education, Columbia, Missouri, Ste- 
phens College Bulletin No. 3, June, 
1941. 201 pp. $1.50 

In these pages the leaders of consumer 
education are met for purposes of self-ex- 
amination, self-criticism and _ self-improve- 
ment. They are examining the comparative 
needs for consumer education in the small 
town, the industrial center, and the rural 
area, and we see them trying to point their 
educational programs to the broad objective 
of helping consumers to live better under the 
peculiar individual, commercial, geographi- 
ical, etc., conditions of each type of com- 
munity. Then they “weigh in the balance” 
materials that should be used in “consumer” 
courses, and we are brought up short with 


some tart observation on the bias of some of 
the literature supplied by business concerns. 
But a few pages on, as they are exploring the 
proposition that consumer education should 
be education for living, we hear it said that 
“the democratic process encourages the pre- 
sentation of all sides of an issue” and “there 
must always be presented in the choice mak- 
ing and market selection this wider social 
consciousness. Is it socially desirable from 
the standpoint of its effect upon labor? Is it 
economically desirable from the standpoint 
of its effect upon business?” And as these 
veterans pass to a study of consumer educa- 
tion at the various levels of instruction, we 
watch them weighing such evidence on the 
importance of youth, as buyers, as (1) “81 
fifth and sixth grade girls over 10 weeks 
showed they handled slightly over $1200 dur- 
ing this period” and ‘66 per cent of these 
girls do practically all the marketing for the 
home;” and (2) 1400 pupils of a West Coast 
high school spent in round figures $17,000 a 
month, nearly two-thirds of which was spent 
for themselves. When they turn to a con- 
sideration of the proper relationship between 
consumer, distributive, and business educa- 
tion, we see them somewhat disturbed over 
the possibility of overemphasis on salesman- 
ship in distributive education and also raising 
questions about the secrecy of business 
profits; and yet there emerges a general con- 
sensus that distributive education “could 
slightly reduce the costs of distribution by 
improvement of personnel,” and that “a 
more generalized form of basic business edu- 
cation would definitely be a contribution 
toward the development of more intelligent 
consumers.” 

As we read on, this “flesh-and-blood’’ pic- 
ture of consumer education fills out, and 
blurred though some of its lines are, be- 
cause of the fact that it is a composite pic- 
ture, nevertheless, the image is clearly not 
that of some misshapen monster possessed 
of a distorted mentality, nor that of some 
frail, anemic, ghost of a being which a good 
puff of “wind” would blow into oblivion. 


8.2 The Movement for Standardization and 
Grading of Consumer Goods, by 
George B. Hotchkiss. New York, As- 
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sociation of National Advertisers, Inc. 
1941. 40 pp. $3.50 (to non-members). 


Professor Hotchkiss was commissioned by 
the Association of National Advertisers to 
make this “objective analysis of the present 
status of the movement for official standards 
and grade labeling of consumer goods and to 
forecast the direction and result of recent 
trends.” 

The study concludes that public demand 
for official regulation of quality is not strong 
and “is not increasing”; that consumer de- 
mand for standards and grade labeling is 
largely due to propaganda that emphasized 
theoretical merits without offering proof of 
benefits; that experience with voluntary A. 
B. C. labeling of fruits and vegetables has 
not shown that such grading is informative to 
consumers or strongly desired by them; that 
voluntary A. B. C. labeling received its chief 
support from private brand owners who 
found it a competitive weapon against na- 
tional brands; that informative-labeling 
methods recommended by the National Con- 
sumer-Retailer Council give better promise 
of usefulness than does A. B. C. grading; 
that argument for standards and grades for 
consumer goods based on their successful use 
for industrial goods is fallacious; that the war 
emergency makes the development of official 
standards for many consumer goods imprac- 
ticable and inexpedient at present; that “it 
is unlikely” that a Consumer Standards 
board or similar agency for creating new 
official standards and grades will be author- 
ized in the near future; that “it is highly 
probable” that any agency that may be 
given power to fix prices of consumer grades 
will also have broad general powers of regu- 
lating quality; that, although the pressure 
for official grades “‘may be held in abeyance” 
during the war, the movement will doubtless 
continue. Whether it will result in compul- 
sory official grading with continuous inspec- 
tion depends on factors that can not be 
safely forecasted, some of which are: changes 
in our economic philosophy, experience with 
wartime price and quality controls, the ex- 
tent that the integrity of trade-marks is 
maintained, voluntary provision of product 
information, the degree of bias in propa- 


ganda and education on this subject, the 
extent that business rivals will cooperate to 
meet the issue, and the degree that Federal 
Bureaus may abandon their competitive 
rivalry for regulatory powers. 

Forces favoring mandatory grading are 
centered in the following organizations: gov- 
ernment officials, chiefly in the Department 
of Agriculture; teachers of home economics 
and consumer economics; women’s clubs, 
notably the American Home Economics As- 
sociation and the American Association of 
University Women; professional consumer 
advisors such as Consumers’ Research, Con- 
sumer Union, and a number of authors of 
consumer books; and large-scale distributors 
with private brands. “Of those having no 
direct financial interest in the commodities 
and business affected, “the chief opponents 
of mandatory grading are found in the fol- 
lowing classes: teachers and consulting ex- 
perts in marketing (See JOURNAL OF MARKET- 
ING, January, 1942, page 274ff.); economists 
and economic historians; financial experts; 
and editors of trade journals, ; 

The study examines the “forces” that 
motivate the proponents and opponents of 
mandatory grading. Many of these, such as 
paternalism, communism, deductive logic, 
human benevolence (pro), and individualism, 
inductive reasoning, “the human factor” in 
regulation, propaganda and public opinion 
(con), are so broad, so difficult to define, and 
so indeterminate in their incidence as to 
limit greatly the fruitfulness of the most able 
analysis. 

Taking the report for what it is meant to 
be, namely an economic “opinion” (as the 
term is used in law practice), it is easy to 
agree that in its pages “counsel” has ren- 
dered a helpful and able opinion to business 
executives. It is unfortunate that the study 
is not available for reading assignment in 
marketing courses at something less than 
$3.50 per copy (page Mr. Leon Henderson) 
because it is excellent class-discussion ma- 
terial. 


8.3 Consumer Attitude Toward Retail Stores, 
by H. E. Geiger, The Fournal of Ap- 


plied Psychology, December, 1941, 
Pages 687-696. 
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“The problem of the present study was to 
obtain a measure of public attitude toward 
chain and independently owned stores,” in 
general terms as well as in the specific factors 
which influence the general attitude. The 
method consisted of obtaining responses from 
about 1200 individuals to a set of scaled 
phrases of comparison (e.g., very much su- 
perior, slightly superior ... very much in- 
ferior). While not all the results were statis- 
tically significant, in general the people 
favored chain stores slightly. Completeness 
of stock and lower prices were two of the 
specific factors for which chain stores were 
preferred over independents. 


8.4 Consumer Reaction to Graded and 
Branded Beef 


An experiment station bulletin has been 
published by the University of Illinois con- 
taining the results of the study of consumer 
and retailer reactions to graded and branded 
beef. This work was done by Professor R. C. 
Ashby, Mr. Earl Hedlund, together with 
Professor Sleeter Bull and Mr. Robert Webb 
of the Department of Animal Husbandry. 


8.5 Family Food Consumption and Dietary 
Levels, Urban and Village Consumer 
Purchases Study. Miscellaneous Pub- 
lication No. 452, U. S. Department of 
Agriculture. 268 pages. Single copies, 
30 cents. Available from Superintend- 
ent of Documents, Washington, D. C. 


Companion volume to the previously is- 
sued “food” report for the farm families 
covered in the Consumer Purchases Study, 
this report provides information on expendi- 
tures for food and amounts consumed by 
families in 140 villages and 20 small cities. 
It presents, in addition, an analysis of the 
nutritive value of diets of families keeping 
food records in all of the nonfarm commu- 
nities—villages, small cities, middle-sized 
cities, large cities, and metropolitan areas— 
that were surveyed in the study of consumer 
purchases. Previous reports on the data ob- 
tained from the larger cities have been re- 
leased only by the Bureau of Labor Statistics, 
which cooperated on the larger study. 


8.6 Family Expenditures for Clothing, Urban 
and Village, Consumer Purchases 
Study. Miscellaneous Publication No. 
422, U.S. Department of Agriculture. 
329 pages. 35 cents a copy. Available 
from Superintendent of Documents, 


Washington, D. C. 


Ways of spending for clothing, shown by 
this report, are those of nonrelief, unbroken, 
native-white families from 20 small cities and 
139 villages scattered through the North- 
east, North Central, Northwest, and South- 
east parts of the United States. Data for 
Southeast Negro families are included sep- 
arately. 

In general, as clothing funds increased, 
families replaced garments more often, had 
more extensive wardrobes, and tended to pay 
higher prices for clothes. Outlays for dresses 
and suits tended to increase more than for 
underwear or footwear. 


8.7 Women’s Measurements for Garment 
and Pattern Construction. Miscella- 
neous Publication No. 454, U. S. De- 
partment of Agriculture. Single copies, 
40 cents. Superintendent of Docu- 
ments, Washington, D. C. 73 pages, 
illustrated. 


Height and weight combined, rather than 
the customary bust measure, are best for 
predicting the measurements of women, ac- 
cording to the authors of this report. Ruth 
O’Brien, chief of the Textiles and Clothing 
Division of the U. S. Department of Agri- 
culture’s Bureau of Home Economics and 
William C. Shelton, associate statistician, 
analyze in this report the measurements 
taken on more than 14,000 women in a recent 
study of body measurements. 

Their analysis shows that no single meas- 
urement is adequate as a basis for sizing 
women’s garments and patterns. For dresses 
and other garments that fit the whole figure, 
height and weight combined are best indica- 
tors. For garments to fit the upper part of the 
body, stature and bust combined are best. 
And for garments for the lower trunk, stature 
and hip girth are good guides. 

Covered in this publication are the de- 
tailed results of the study carried out in 1939 
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and 1940 to obtain the first scientific cross- 
section of sizes of actual women in various 
parts of the country. Women from 18 to be- 
yond 80 volunteered to be weighed and have 
58 physical measurements taken on them for 
this study. The study was undertaken to find 
a better basis for sizing women’s readymades 
and patterns than the various systems now in 
use. 

It is expected that eventually results from 
the study will result in better fitting ready- 
made clothing and a cut in the tremendous 
losses now sustained by business from re- 
turned and exchanged garments. 


8.8 Coat Making at Home. Farmers’ Bulle- 
tin no. 1894. U. S. Department of 
Agriculture. 27 pages, illustrated. 
Single copies free from U. S. Depart- 
ment of Agriculture, Washington, 


D.C. 


Shown in this how-to-do-it bulletin are the 
steps in making a good-looking coat at home. 
Although in the past, women have made 
coats at home chiefly to economize, this year 
they have as an added incentive the nation- 
wide movement to conserve wool. One of the 
best ways to conserve wool is to make every 
piece now in existence work as long as it will. 
Old coats that are outgrown or outdated 
often have in them wool of good quality with 
many more years of wear left. 


8.9 Poultry Cooking. Farmers’ Bulletin no. 
1888, U.S. Department of Agriculture. 
33 pages, illustrated. Single copies free 
from U.S. Department of Agriculture, 
Washington, D. C. 


There are two cardinal rules of modern 
poultry cooking. One is “cook at moderate 
heat’”—the other—‘‘vary the cooking meth- 
od according to the age and fatness of the 
bird.” This modern bulletin tempers theory 
with recipes, shows how those two rules will 
help get the best in poultry—broiled, fried, 
roasted, braised, steamed, or stewed. 


8.10 Changes in Assets and Liabilities of 
Families, Urban, Village, Farm. Con- 
sumer Purchases Study. Miscellane- 
ous Publication No. 464, U. S. De- 





partment of Agriculture. 226 pages. 
25 cents a copy. Available from Super- 
intendent of Documents, Washington, 


D. C. 


Changes in the assets and liabilities of se- 
lected groups of families living in 20 small 
cities, 140 villages, and 13 type-of-farming 
sections in 64 counties are described in this 
volume, which is one of a series of reports 
from the study of consumer purchases. Gen- 
erally, change in net worth was found to be 
more sensitive to income differences than 
were expenditures for food, clothing, and 
other major consumption categories. As in- 
come rose, groups of families progressed from 
a deficit to a net surplus that was an increas- 
ingly large proportion of income at each suc- 
cessive level. Farm families generally pro- 
gressed from a deficit to a surplus at a point 
somewhat lower on the income scale than did 
families in village or small cities. 


8.11 Consumption, Income, and Wage Stud- 
ies of the Bureau of Labor Statistics 


An analysis of the wage rates of approxi- 
mately 88,000 workers covered in the Bur- 
eau’s 1941 detailed survey of wages and 
hours in Southern California airframe plants 
is scheduled for publication in the March 
issue of the Monthly Labor Review. At a later 
date, an analysis will be made of actual earn- 
ings and figures will also be available cover- 
ing workers in aircraft plants surveyed by 
the Bureau in the eastern and interior regions 
of the United States. 

A field survey has been completed on 
wages and hours in the glove industry as of 
July 1941. Information obtained from 106 
establishments and more than 10,000 workers 
shows that hourly earnings for factory 
workers in the industry as a whole amounted 
to 49.1 cents in July 1941 with considerable 
contrast in earnings in the principal regions 
and by individual workers. 

The wage structure of the motor-vehicle 
industry reflects in large part certain funda- 
mental characteristics of the industry itself. 
In 1940, more than half the automobile 
plants which employed some 90 per cent of 
all the workers were operated by 11 large 
companies, and these were mostly located in 
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the East North Central or “automobile” 
States. A survey of 322,941 workers in 167 
of these plants showed that average hourly 
earnings amounted to 96.1 cents in May and 
June of that year and that the earnings of 
half the workers were within 9 cents of that 
average. The earnings rate in 281 parts 
plants was 83.8 cents per hour. Earnings in- 
creased about 17 per cent between the spring 
of 1940 and November 1941, but the basic 
characteristics of the wage structure re- 
mained relatively unchanged. Results of the 
study appeared in the February Monthly 
Labor Review. Similar results for the auto- 
motive parts industry, together with some 
data on the annual earnings of motor-vehicle 
workers in Michigan will appear in the 
March and April issues of the Monthly Labor 
Review. 

An analysis made by the Bureau of strikes 
in the defense period shows that in 1941 ap- 
proximately one-third of one per cent of 
working time was lost during strikes. There 
were about 5 per cent fewer strikes in 1941 
than in 1937, a year of comparable activity, 
but about 29 per cent more workers involved 
in strikes. The analysis gives a comparison of 
strikes during the period just preceding the 
present war and the same period preceding 
the last war. Strikes of primary importance 
to national defense are shown from the third 
quarter of 1940 to October 1941 by the num- 
ber of strikes, workers involved, and man- 
days of idleness. 

An article on union wages and hours in the 
baking industry, June 1, 1941, appeared in 
the January 1942 Month/y Labor Review. 
This study, one of an annual survey of var- 
ious trades, covers 75 cities in 40 states and 
the District of Columbia, and more than 
56,000 union members. Results show that the 
40-hour week is predominant in the indus- 
try, with an average hourly wage rate of 76.9 
cents for union members. 

Similar articles have appeared in the 
Monthly Labor Review on the building trades, 
printing trades, street railways, and truck 
drivers. 

A study made in cooperation with the 
Civil Service Commission has been com- 
pleted showing the geographic distribution of 


Federal employees, 1936-1941. For each of the 
184,000 employees in the Federal govern- 
ment in Washington in June 1941 there were 
more than six stationed elsewhere. The total 
Federal employment increased 67 per cent 
between December 1936 and June 1941. 
There was little change in the 6-to-1 ratio of 
workers outside and inside the District of 
Columbia. New York led all other States in 
the number of Federal employees in June 
1941 with about two-thirds as many as the 
number in Washington, D. C. Pennsylvania, 
California, Illinois, Texas, and Massachu- 
setts each had more than 50,000 workers. An 
article covering this study appears in a cur- 
rent issue of the Monthly Labor Review. 

A study recently completed on new con- 
struction expenditures in the United States, 
1939, 1940, 1941, and estimates for 1942, re- 
veals that new construction expenditures in 
1942 will reach a total of 103 billion dollars— 
the largest dollar volume of construction in 
any year since 1938. More than 60 per cent 
will be Federally-financed work under the 
expanded war program. In 1941 similar ex- 
penditures accounted for only 31 per cent of 
the total volume of new construction. Data 
are shown by types of construction for 1939, 
1940, 1941, and estimates for 1942. 

A series of articles is being published in 


current issues of the Monthly Labor Review . 


analysing the price movements during the 
period August 1939 to December 1941 of the 
principal products on which the Bureau re- 
ports prices, beginning with foods. The prod- 
ucts which have already been discussed are: 
grains, cereal products, livestock and meats, 
dairy products and eggs, fruits and vege- 
tables, sugar, edible fats and oils, and bev- 
erages. 

The Bureau’s Cost of Living Division has 
computed indexes of average prices paid by 
wage earners and clerical workers for se- 
lected goods and services included in the cost 
of living index such as overalls, sheets, 
men’s clothing. Percentage changes in the 
cost of some of these goods are published 
currently in connection with the release of 
the cost of living indexes. 

Quarterly surveys were made during 194! 
in 11 of the 20 smail cities which had been 
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chosen to supplement the cost of living in- 
dexes for large cities, and releases issued cov- 
ering changes in living costs for each city 
from June 1939 through December 1941. In 
January and February cost of living surveys 
were inaugurated in an additional 3 cities 
and the remaining 6 cities will be covered 
during the spring. 

Continuing its course of study dealing 
with market conditions during World War I, 
the Bureau has issued a report on curtail- 
ment of automobile production. Other re- 
ports of a similar nature recently issued are 
entitled: Sugar Rationing, 1918; Division of 
Coordination of Purchase of the U. S. Food 
Administration, 1917-1918. 


10. FOREIGN TRADE 


10.1 The Effect of American Trade Agree- 
ments on Third Countries: Retro- 
spect, by Carl Kreider, The American 
Economic Review, December, 1941, 
PP. 780-93. 

The various influences exerted by the 
Reciprocal Trade Agreements program have 
long been the subject of debate. The analysis 
contained in this article gives still more 
material to the debaters. Specifically it 
discusses, first, the importance of tariff 
reduction to the trade of third countries and, 
second, the manner in which tariff reclassifi- 
cation limited the benefits to third countries. 
Attention is devoted primarily to the results 
of the Anglo-American trade agreement of 
November, 1938. 

On the first point, it is clear that, while a 
larger share of imports to this country from 
the United Kingdom were affected by the 
agreement, imports from other countries 
were also benefited substantially, especially 
those from Belgium, Czechoslovakia, France, 
Soviet Union, and the Irish Free State. 

Regarding the second point, the Anglo- 
American trade agreement introduced 196 
new classifications into our tariff—a number 
nearly as large as all the new classifications 
contained in the first seventeen agreements 
signed by the United States. These reclassi- 
fications consisted mainly of new commodity 
descriptions, new value brackets, making the 
reduction in duty apply to one season of the 


year only, and of changing the form of the 
duty levied. It is evident from a study of the 
agreement that such reclassification dis- 
criminated in favor of certain countries. 


12. CREDIT 


12.1 The Regulation of Installment Buying, 
by David R. Craig, Fournal of Home 
Economics, February, 1942, pp. 81-83. 


Regulation W of the Federal Reserve 
Board placed restrictions on installment buy- 
ing in an effort (1) to decrease the demand for 
goods needed in the defense effort and (2) to 
prevent the accumulation of a large con- 
sumer debt which would retard consumer 
purchases after the war. While agreeing with 
the first purpose, Mr. Craig believes that the 
second purpose is open to criticism. His 
argument is as follows: Restrictions imposed 
now will not serve as a stimulus to postwar 
purchasing. “When the postwar depression 
comes, no merchant in his right mind can 
afford to extend installment credit to a 
worker who has just been dismissed from an 
airplane factory. ... The shortage and the 
need will exist, but not the purchasing power 
which creates the demand.” 

Mr. Craig is also critical of Regulation W 
in that it has limited consumer demand re- 
gressively. In other words, ““The restrictions 
have fallen most heavily on those at the 
bottom of the income scale.” 


13. RETAILING 


13.1 Industrial Selling: Retail Trade Diver- 
sion. New York, New York. Council 
on Retail Trade Diversion Inc. 1941. 
16 pp. Free. 


In 1940 the Committee on Industrial Prac- 
tices of the National Association of Manu- 
facturers was instructed to investigate “in- 
dustrial selling’ practices. The Council on 
Retail Trade Diversion appointed a col- 
laborating committee. As a result of this 
study N.A.M. passed the following resolution 
in the summer of 1941, condemning “‘in- 
dustrial selling”’: 

“A manufacturer should not sell his prod- 
ucts to another manufacturer for resale to 
officers and other employees or directly to 
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such officers and other employees at less than 
retail prices; should not resell to officers or 
other employees merchandise which he has 
bought for his business use except for occu- 
pational use; should not permit officers and 
other employees to buy merchandise direct 
on his order or indirectly on the strength of 
his name; and should not allow the sale of his 
product to his own officers and other em- 
ployces for resale.” 

The reports of N.A.M.’s committee and 
the retailers’ collaborating committee are 
contained in this pamphlet. Trade diversion, 
as “industrial selling” is termed when viewed 
from the retailer’s standpoint, is direct where 
manufacturers, who depend upon retail out- 
lets at the same time sell direct to consumers 
by means of reciprocal sales for the benefit 
of employees of other corporations, or in 
some similar way. However, indirect methods 
of trade diversion are more complicated and 
involve so-called “discount concerns,” the 
most prevalent type of all; pseudo-whole- 
salers, who have more recently taken cover 
under such designations as “distributors” or 
“manufacturers’ representatives”; ‘‘em- 
ployee associations,” which are merely dis- 
count concerns whose managements have a 
nice feeling for the affective values of words; 
the independent “broker,” of most diverse 
spuriousness, who depends on manufac- 
turers’ catalogues and retailers’ displays; 
“credit unions” that offer the additional 
service of buying or obtaining special dis- 
counts for their members; and “‘credit serv- 
ice,” or the sale of consumer credits in low 
amounts. 

Direct and indirect methods, taken to- 
gether, are estimated to involve perhaps a 
tenth of our national bill for consumer goods. 


13.2 Retailing in a Cornfield, A Printers’ Ink 
Special Report, January 2, 1942, 
Pages 21-23ff. 


Of increasing interest to marketing men is 
the development of roadside retailing. While 
fruits and vegetables, dairy products, lunches, 
and the like have long been sold in roadside 
stands, in recent years roadside establish- 
ments have been opened to deal in crockery 
and glassware, furniture, and men’s and 


women’s clothes. Some of these are operated 
on a chain store basis. 

While price is the basic appeal made by 
roadside operators, ample parking space, 
evening hours, and large stocks are impor- 
tant in attracting customers. 

From present indications, “cornfield re- 
tailing” still appears to be in a stage of 
growth. 


13.3 Chain Stores: Directory and other ma- 
terial, by the Institute of Distribution 


Published primarily for the use and service 
of its own member companies, the Institute 
of Distribution expects to have the 1942 edi- 
tion of its “United States Directory of Chain 
Stores” available by the end of February. 

The Institute published its first “United 
States Directory of Chain Stores” in 1941. 
A pioneer effort by the Institute to fulfill a 
long-felt need among its members for a re- 
liable national directory of chain stores, it 
was the product of three years work by the 
Research Department of the Institute and 
gained both wide demand and a good reputa- 
tion. The 1942 edition is an improvement 
and an expansion of the previous work. Com- 
pared with 9,253 chain store companies 
covered in the 194! edition, the 1942 Direc- 
tory includes 9,943 chain store concerns 
operating a total of 119,192 stores. These 
companies are classified according to the 
type of retail trade in which they are en- 
gaged in their headquarters states. The num- 
ber of stores that each company operated, as 
of January 2, 1942, is given in the Directory. 
Companies operating in twenty-one retail 
fields are covered. After the needs of Insti- 
tute members have been accommodated, any 
extra copies of the Directory remaining will 
be offered to non-member purchasers of the 
1941 edition and to others at the cost of $2 
per copy, on strictly a first-come, first- 
served basis so long as the Institute’s limited 
supply remains. 

The Institute has issued a_ pocket-size 
booklet titled “With Chain Stores in 743.” 
Authored by John P. Nichols, Generai 
Manager of the Institute, and having such 
coverage as the Victory Program work of 
chain stores in ’41, as their aid to American 
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agriculture during the year, as the legislative 
situation that prevailed during ’41 and other 
subjects of timeliness in regard to chain 
stores, the booklet, to date, has received 
creditable reception and substantial demand. 
A complimentary copy will be sent by the 
Institute to any AMA member requesting it. 

The current “Retailers Manual of Taxes 
and Regulations’ (1941-42 edition) is ac- 
companied for the first time this year by a 
mimeographed “Executives Digest.” This 
booklet is intended to provide busy execu- 
tives with a quick, handy summary of legis- 
lative trends and developments in 1941 and 
to give a succinct narrative picture of the 
data that are presented in greater detail in 
the Manual itself. The Institute will be glad 
to send a copy of the “Executives Digest’”’ 
to any member of the AMA desiring it. 

The 1942 edition of Chain Store Bibli- 
ography made its appearance early in the 
year and is popular among those desiring a 
classified list of selected booklets and other 
literature in regard to chain stores. 

Presently in preparation is a revision of the 
book by John P. Nichols titled ““The Chain 
Store Tells Its Story.’ This 275-page illus- 
trated book was published early in 1940 and 
has enjoyed wide popularity. 

Other recent surveys made by the Insti- 
tute for the benefit of its members include 
studies and bulletins on such subjects as air 
raid and blackout precautions; industrial 
conservation and the “Salvage For Victory” 
program; government insurance for mem- 
bers’ employees now in military service; war 
risk insurance; changes in cost of living; cost 
of living bonuses and other subjects per- 
tinent to our Victory Program. 


13.4 ‘*The Control of Merchandise Return 
by Customers of Department and 
Specialty Stores,” by Edgar H. Gault 
and Charles Goodman of the Univer- 
sity of Michigan, will be published by 
the Bureau of Business Research 
about April Ist. 


This is a critical survey of the problem of 
Customer return with recommendations in 
respect to the policies which stores should 
adopt towards returns. In addition a new 


procedure is suggested for detecting and 
eliminating customers’ accounts which are 
unprofitable because of returns. 


13.5 Monopoly in Retail Food Distribution, 
by Hugh M. Foster, Yournal of Re- 
tailing, December, 1941, Pages 112- 
119. 

Based upon data from the Federal Trade 
Commission, the Department of Agriculture, 
hearings on the Patnam chain-store bill, 
T.N.E.C., and Bureau of Census, the author 
concludes that there is no monopoly in the 
retailing of food. On the contrary, he feels 
that competition in this field is working in 
the public interest. 


17,5 GOVERNMENT 
KETING 


17.1 Retail Trade: No Entry—and No Exit. 
The Economist, London, November 
15, 1941, p. 589. 

This brief article explains and analyzes an 
order, which, since January 1, 1942, has pro- 
hibited the opening of new stores or the addi- 
tion of new lines in existing stores in Eng- 
land, except under a license issued by a local 
price regulation committee. (It is interesting 
to note that an underlying motive for this 
order is said to be a desire to protect small 
storekeepers from chain store competition.) 

While, in general, the new regulation is 
deemed desirable, fear is expressed, first, that 
licenses may not be issued rapidly enough to 
allow the opening of stores in those areas into 
which war activities have concentrated more 
people and, second, that steps will not be 
taken to reduce the number of stores in areas 
suffering a loss of population. 


18. TAXATION 
18.1 Trend of Municipal Tax Delinquency 


The Municipal Service Department of 
Dun and Bradstreet, Inc., is publishing in 
February its annual survey of property tax 
delinquency in the nation’s two hundred 
largest cities. It covers, for these cities, the 
fortunes of their major source of revenue 
from 1930 through their fiscal years ending 
in 1941, showing individually and compara- 
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tively the percentage of each year’s tax levy 
uncollected at the close of the fiscal year, 
total annual collections of current and arrears 
taxes in relation to the annual levies, and the 
accumulation of uncollected taxes at the 
close of recent fiscal years. The survey is de- 
signed to provide an index of municipal 
financial stability and as an aid to the study 
of both budget and real estate problems. 


19. MARKETING THEORY 


19.1 The Relation of Government to the 
Future, by J. M. Clark, The Role of 
the Individual in the Economic World 
of the Future, by F. H. Knight, and 
the Future Role of Large-Scale Enter- 
prise, by Theodore O. Yntema, The 
Fournal of Political Economy, Decem- 
ber, 1941, Pages 797-848. 


These three noteworthy articles were read 
by their authors at the University of Chi- 
cago in connection with the celebration of the 
Fiftieth Anniversary of that institution. 
While not “‘marketing”’ articles, they should 
not be overlooked by anyone interested in 
the Economics of Marketing; for in these 
articles is set forth a partial picture, as seen 
by three able students, of the economic world 
in which “marketing’”’ men may operate in 
the future. 

Professor Clark’s picture of the future is 
“an economy in which the decisive factors 
governing the rate of operation are con- 
sciously influenced if not managed... .” In 
such an economy “the administrative expert, 
with his batteries of statistics and his ingen- 
ious remedial devices” will play an impor- 
tant part. But he will not play the sole part, 
“nor would it be entirely safe to let him 
try.”” Within the framework of a degree of 
necessary management, we may hope for 
“the essentials of a system in which free 
men have in the past, without surrender of 
real freedom, learned the art of combining 
their several efforts in a workable scheme of 
collaboration and may continue to learn and 
practice that difficult art under the more 
exacting conditions of the future.” 

Professor Knight’s discussion leads him to 
conclude that the maintenance of the open 
market is essential to the preservation of the 


economic role of the individual. Instead of 
relying upon the absence of government to 
maintain this open market, he emphasizes 
the necessity of “extensive and difficult ac- 
tion by democratic political process”’ if the 
market is to remain. At the same time he 
warns of the danger we face today when so 
much of the action being taken by govern- 
ment tends to “aggravate instead of alleviate 
the evils of monopoly and inequality.... 
Unpleasant as the fact undoubtedly is, 
democratic government must be more avail- 
able for negative or preventive than for 
positive functions... .” 

Without giving a definite answer to the 
question, will large-scale enterprise increase 
or decrease in relative importance in the 
economy?, T. O. Yntema presents an excel- 
lent analysis of the factors to be considered 
in reaching a conclusion on this subject. 
Throughout the article runs the philosophy 
of the author, which is similar to that held by 
Professor Knight, that “the prospects for 
economic progress would be much brighter if 
the state were to facilitate rather than to re- 
strain the play of competitive forces and if it 
were to combat depressions and promote 
equality of opportunity by means which 
would not interfere directly with the price 
mechanism for the allocation of resources.” 


19.2 Price Discrimination in Decreasing 
Cost Industries, by E. W. Clemens, 
The American Economic Review, De- 
cember, 1941, Pages 794-802. 


The basic implication of this theoretical 
discussion, while not new, is still noteworthy. 
“In matters of economic policy price dis- 
crimination is worthy of further attention. 
The fundamental problem of our economy 
under normal conditions is that of utilizing 
unemployed human and material resources, 
preferably within the pricing system. Price 
discrimination is a means to that end. It may 
likewise be the means of widening the distri- 
bution of goods.... The success of unre- 
strained industries in effecting policies of 
price discrimination by product differentia- 
tion, patent control, and all forms of market- 
ing and price agreements should furnish 
evidence that similar policies or other insti- 
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tutional controls could be devised for the 
public welfare.” 


20. PRICES AND PRICE POLICIES 


20.1 Parity Prices, with particular applica- 
tion to the New York Milk Shed. 
Leland Spencer, Cornell University, 
Feb. 1942, (Mimeo) 


An excellent summary, supported by much 
data, of such topics as the method of com- 
puting parity prices; the need for a recent 
base period; price parity versus income par- 
ity; and price ceilings. 


20.2 Price Spreads for Woolen Products 


A study is in progress by Kathryn Parr, 
under the general direction of R. O. Been, of 
the Division of Marketing and Transporta- 
tion Research, to determine spreads between 
prices received by wool growers and prices 
paid by consumers for woolen and worsted 
products. Retail prices collected by the 
Bureau of Labor Statistics for use in its Cost 
of Living index furnish the only available 
basic data on retail prices and these are 
limited to a few seasonal items, beginning 
December, 1926. Adjustments of these prices 
were made to obtain comparable series of re- 
tail prices over a period of years. Estimates 
of comparable prices paid farmers for grease 
wool were derived from regional averages of 
farm prices, Western auction records and 
Boston wholesale quotations. 

One section of the report will show mill 
margins for worsted cloths using average 
prices of 16 worsted piece goods compared 
with the Boston wholesale value of wool of 
the grade commonly used in the manufac- 
ture of worsted cloth. Another part of the 
study furnishes estimates of per family and 
total national consumer expenditures for 
woolen articles, based on studies by the 
Bureau of Labor Statistics and the National 
Resources Committee. The report will pro- 
vide rough estimates of the amounts going 
for different functions such as manufactur- 
ing, transportation and retailing, and will in- 
clude general discussion of other phases of 
the marketing of wool and woolen products, 
with supporting statistical data gleaned from 
various sources. 


ahi 


20.3 Protection Afforded by Trading in 
Grain Futures 


For many years futures markets have been 
an integral part of the market mechanism for 
grain. With the price stabilizing influences 
of governmental programs in recent years, 
the continued usefulness of futures trading 
in the marketing of grain has been ques- 
tioned. Results of analyses of data on prices of 
wheat, corn and oats for the seasons 1924- 
40, made by L. D. Howell, Division of Mar- 
keting and Transportation Research, show 
that trading in grain futures continues to 
afford a means of making substantial reduc- 
tions in risks of losses from changes in cash 
prices. The results show the protection af- 
forded by futures as hedges, and the gains 
and losses involved in transferring hedges 
and in straddle transactions. They also give 
some indications of the effect of trading in 
futures on the stability and level of grain 
prices, on the costs of marketing, and on in- 
comes to producers. 


24. MISCELLANEOUS 


24.1 Publications of The Works Progress 
Administration 

Monthly Report of Unemployment 

Survey of Defense Migration 

Survey of Rental Changes 

Survey of Dwelling Unit Vacancies 

The Monthly Report of Unemployment is 
usually available about the end of the month 
covered by the data in the report. 

The Survey of Defense Migration covers a 
number of important defense centers in 
which migration has been an important fac- 
tor in the labor supply. 

The Surveys of Rental Changes give an in- 
dication of the increased rents in some of the 
areas with serious housing shortages. 

The Surveys of Dwelling Unit Vacancies 
present factual information on the number 
of residential vacancies in many defense 
centers. 


24.2 Addresses at the Twenty-second An- 
nual Convention, American Trade As- 
sociation Executives. Washington: 
The Association. September, 1941. 
100 pp. (Mimeographed) 
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Contains addresses on Installment Credit 
Control, Civilian Supply and Allocation, 
Standardization, Simplification and Con- 
servation; Anti-Trust Attitude Toward In- 
dustry Actions in Relation to Defense; Taxa- 
tion; and Post-War Planning; which repre- 
sent Authoritative, early pronouncements on 
these subjects. The addresses on other war 
topics suffer considerably because of recent 
changes. 


24.3 Farm Labor Study 


Expanded farm labor data are being 
gathered by the Agricultural Marketing 
Service for the establishment of sound poli- 
cies and practices to help provide adequate 
manpower for production of the vital Foods 
for Freedom. Comprehensive monthly data 
regarding changes in monthly employment, 
for the United States as a whole and by 
major geographic regions, have been col- 
lected since 1924. Data on wage rates have 
been collected by States since 1867. No in- 
formation, however, has been available, by 
States or by sub-State areas, as to the num- 
ber of people employed on farms, as to piece- 
work rates, earnings, and the effect of mech- 
anization or other shifts in farming practices 
on total agricultural employment. With an 
appropriation for expanded data on farm 
labor, the Agricultural Marketing Service in 
late December sent questionnaires to more 
than 300,000 prospective farm labor re- 
porters. Such questionnaires will be sent each 
month and the returns tabulated. Though 
the regular reporting of farm employment 
information by States will not be possible 
until mid-April, the AMS, through its field 
statisticians, is making every effort to supply 
the State and local offices of the U. S. Em- 
ployment Service with the type of data and 
information needed in the operation of its 
farm placement program. Regional analysis 
of the data is being handled by the Bureau of 
Agricultural Economics. Such information 
provides the basis for action to relieve critical 
shortages as they arise. 


24.4 Courses in Marketing 


Professor R. S. Alexander of Columbia 
University has completed a tabulation of the 


courses in Marketing and allied subjects of- 
fered in American universities and colleges. 
He will send copies of the tabulation on re- 
quest. 


25. WAR AND MARKETING POL- 
ICIES 


25.1 Rationing in Wartime, by Jules Bach- 
man, Journal of Retailing, December, 
1941, Pages 98-105. 

A very general treatment of wartime ra- 
tioning will be found in this article. While 
some attention is given to voluntary ration- 
ing, such as appeals for voluntary curtail- 
ment in the consumption of some goods, 
compulsory rationing is the main subject of 
discussion. Attention is given to the place of 
the coupon book, to quantity versus value 
versus group rationing, and to the effects of 
rationing. It is pointed out that rationing 
tends to even out normal consumption differ- 
ences as between individuals; that the ration- 
ing of some goods tends to force the rationing 
of still other goods (especially fairly close 
substitutes); and that rationing tends to re- 
duce the supply of farm products which 
reaches the market since the farmer may 
retain a larger share for himself. 


25.2 Competition under Rationing, by C. I. 
Gragg, A. Grimshaw, and S. F. Teele, 
Harvard Business Review, Winter, 
1942, Pages 141-155. 

The fundamental issue raised and dis- 
cussed, but not answered, by this article is: 
Should the government adopt definite poli- 
cies aimed at stabilizing competitive rela- 
tionships during a period in which there 
exists a shortage of basic raw materials as a 
result of the war effort? It is pointed out that 
unless offsetting steps are taken by the gov- 
ernment, existing shortages may produce 
widely different effects upon competitors. 
The fundamental issue is broken down into a 
number of related issues such as: Does the 
government have a responsibility to dis- 
tribute scarce materials so that all competi- 
tors are treated alike? What method should 
be used in distributing raw materials? Should 
limitation on the use of raw materials be ap- 
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proached directly by limiting their use, or in- 
directly by limiting the output of end prod- 
ucts? Shall quality of output be regulated? 
Shall we limit the output of that part of an 
industry not suffering from shortages to keep 
it from expanding while another part of the 
same industry is forced to contract owing to 
shortage of materials? 

Our World War I experience is reviewed in 
an effort to throw light on these issues. How- 
ever, with one or two exceptions, the War 
Industries Board of World War I did not face 
such acute shortages of basic raw materials 
as exists today until the summer of 1918. 
Consequently we had but a short experience 
with limitations on outputs, brought about 
either directly or indirectly, during this pe- 
riod so that this experience is of little aid in 
dealing with these basic issues. 


25.3 Retail Price Control, by Victor Abram- 
son and Charles F. Phillips, Harvard 
Business Review, Winter, 1942, Pages 
184-198. 


While early paragraphs of this article at- 
tempt to set forth certain standards by which 
we may judge how far retail price control 
should be extended, the article’s main aim is 
to discuss the two major approaches to re- 
tail price fixing and the difficulties with 
which they are beset. Under the “‘cost ap- 
proach” an effort is made to determine the 
costs of performing the various marketing 
functions, and on this basis to build a 
schedule of “fair” retail prices or markups. 
The “customary differentials approach” 
builds a price schedule or margins on the 
basis of customary market prices without 
regard to cost factors (except as these are 
reflected in market prices). The conclusion 
is that, if control is extended to a consider- 
able number of products and remains in 
effect for an appreciable period, the pricing 
authority will be gradually pressed into the 
use of the cost approach. 

Attention is also directed (1) to the ad- 
vantages of establishing explicit prices in- 
instead of a margin of markup and (2) to the 
desirability of basing retail price fixing on the 
invoice cost of merchandise, rather than on 
either an average or replacement cost figure. 


25.4 Direct Price Control in Great Britain, 
by E. R. Hawkins, Survey of Current 
Business, January, 1942, Pages 12- 
18. 


Warring nations have found that price 
fixing on a selective basis is a necessary sup- 
plement to over-all fiscal and indirect con- 
trols of the general price level. This article 
describes and appraises the results of such 
selective price fixing in Great Britain. Atten- 
tion is directed to the methods used for raw 
material, food, and non-food items. 

While these methods have not prevented 
increases in specific prices, it is concluded 
that they have played a substantial part in 
stabilizing the general price level. Profits 
have not been reduced but have been held at 
their pre-war level. 


25.5 Merits and Demerits of German Price- 
Control During the Last War, by 
Leon Zeitlin, The Economic Fournal, 
December, 1941, Pages 507-512. 


This analysis reaches a number of conclu- 
sions which are of interest to marketing men 
in this country, in view of our own price con- 
trol program. 

First, the German experience can hardly 
be called successful. 

Second, if the cost-of-replacement princi- 
ple is not used, protection of middlemen will 
require at least an averaging of old and new 
inventory costs. 

Third, effective price control demands 
bringing as many goods as possible under 
regulation. 

Fourth, the use of trade associations as 
self-governing bodies under government 
guidance is preferable to committees not se- 
lected by the various trades. 


25.6 Wartime activity of the Bureau of the 
Census 


The Bureau of the Census is cooperating 
closely with those agencies which need the 
results of Bureau activity for war planning. 
The tabulations of results of the various cen- 
suses have been revised to yield more im- 
portant defense information first, special 
tabulations have been carried out and new 
inquiries instituted where needed. The entire 
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program as outlined in previous issues of 
these notes and in other sources is generally 
recognized as basic to war and post-war 
planning, and the war program is so designed 
as to lose as little information as possible. 
Nevertheless, war considerations must gov- 
ern the release and distribution of informa- 
tion. Information valuable to the enemy 
must not be publicly released and the con- 
sumption of effort and products which may 
be of more immediately vital use elsewhere 
must be curtailed. 

The most drastic alteration of information 
released to the public is in the field of foreign 
trade statistics. Beginning with the month of 
October, 1941, publication of all import and 
exports statistics has stopped. Certain of- 
ficials and agencies receive the reports on 
these data for confidential use. Basic tabula- 
tions have not been altered, however, and 
historical series will be available after the 
emergency has come to an end. 

Where data are being made available, an 
attempt is being made to distribute Bureau 
publications in such a manner as to reduce 
the number of publications needed. The gen- 


eral distribution of Census publications and 
other releases, as practiced in peacetime, has 
been discontinued. Reports will be sent, 
when available, only in response to specific, 
written requests which briefly explain the 
need for the information. Substitute material 
will be sent if the publication specifically re- 
quested is not available. 

The Bureau realizes that the data it has 
assembled at the cost of many millions of dol- 
lars are of increased value as basic informa- 
tion for planning both for wartime operations 
and post-war readjustments outside as well 
as within the Federal Government. There- 
fore, so that interested persons may not be 
cut off entirely from access to the consider- 
able range of Census publications the Bureau 
will continue supplying certain strategically 
located libraries with one complete file of 
Census publications. Upon request, the Bur- 
eau will furnish a list of the libraries in any 
State which maintain a file of Census publi- 
cations. 

A monthly list of publications is being pre- 
pared to enable those interested to keep in- 
formed of current Census releases. 
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CrEDIT AND COLLECTION PRINCIPLES AND 
Practice, by Albert F. Chapin. New 
York: McGraw-Hill Book Company, 4th 
Ed., 1941. Pp. xvii, 679. $4.50. 

This established text covers the field of 
“commercial credit as it affects the whole- 
saler, the manufacturer, and the bank.” In 
the present revision no major change in or- 
ganization has been made. The basic division 
into three parts; fundamentals, investigation 
and analysis, and protection and redemption 
has been retained. No new chapters have 
been added, but enough minor additions and 
changes have been made at various points to 
increase the length by 49 pages. The most ex- 
tensive additions are in the treatment of the 
causes of business cycles, developments in 
bank and retail credit, and in the section on 
financial statement analysis. New illustra- 
tions of agency reports are used. 

The book has been sufficiently revised to 
make it once more current and those teachers 
who have found it satisfactory in the past 
will probably continue to find it so. The 
changes still leave the treatment of the sub- 


ject of retail credit too brief and incomplete 
to be satisfactory for use by those teachers 
who wish to cover both mercantile and retail 
credit in one course. No important additions 
covering operative procedure, for example, 
the handling of authorizations in a retail 
store, the fixing of credit limits, or the han- 
dling of applications, have been made. 

Changes made in the chapters on financial 
statement analysis have strengthened the al- 
ready strong treatment of this subject. An 
extensive table of financial ratios for various 
lines of business should help the student to 
establish standards for use in analysis. As 
this table is taken from Foulke’s “The Bal- 
ance Sheet of the Future” it would seem that 
an extended discussion of his method of 
analysis would be helpful in understanding 
the ratios presented. The chapter on bank- 
ruptcy includes several pages of criticism of 
the Chandler Act, which is very timely. 

The discussion of the testing of credit de- 
partment performance remains inadequate. 
On the whole the management point of view 
is neither effectively separated from the more 
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purely descriptive phases of the subject nor 
adequately considered. 
Harvey W. Huecy 
University of Illinois 


RETAILING PrINcIPLEs AND MEtuops, by 
Delbert J. Duncan and Charles F. Phillips. 
Chicago: Richard D. Irwin, Inc., 1941. 
Pp. xv, 1072. $4.00. 

According to the authors’ own statement, 
they have tried to place emphasis in this 
book on three matters commonly minimized 
in textbooks on retailing. First, they have 
sought to bring the problems of the medium 
and small sized stores into sharper focus, 
while at the same time covering the opera- 
tions of large retail stores. Second, they have 
taken the view that the present day retailer 
needs to know much more than just how to 
“operate” his store. To this end they have 
introduced material on consumer buying 
motives and habits, and discussions of the 
necessity and means of conducting store ac- 
tivities and of adjusting policies and methods 
to changing conditions. Third, by describing 
the kinds of jobs in stores of various types, 
and the qualifications necessary for their per- 
formance, the authors have endeavored to 
give the student some idea of the opportuni- 
ties in the field of retailing and the qualities 
necessary for success. 

These three additions to the traditional 
material of a book on retailing principles 
have resulted in the most comprehensive 
treatment of the subject available today 
within the confines of any single volume. The 
book is sufficiently all-inclusive in character 
to render unnecessary the assignment of col- 
lateral reading for the ordinary course in re- 
tailing. And yet the text is abundantly an- 
notated for the benefit of those who may 
wish further elaboration of any particular 
topic. Cross references to problems in Mc- 
Nair, C. I. Gragg, and S. F. Teele “Problems 
in Retailing” are given at the end of each 
chapter, and will be found helpful to those 
who are using the problem book in addition 
to a text of principles. Review and discussion 
questions are also available at each chapter 
end. 

The book is divided into six parts. Part I, 


“The Retail Field,” covers the development 
of retailing in the United States, discusses 
briefly the various types of retailing institu- 
tions, and closes with a chapter on consumer 
motivations and the consumer movement. 
This section of the book can largely be 
eliminated from consideration by those stu- 
dents who have had a preliminary course in 
marketing. Part II, entitled ‘““The Store and 
Its Organization,” explains the necessity and 
nature of store policies, factors in store loca- 
tion, modernization and layout, and con- 
cludes with a section on store organization 
types and trends both for the large store and 
the small store. Part III, “Some Aspects of 
Buying and Selling,” constitutes one third of 
the subject matter of the text. The first three 
chapters are devoted to buying, covering 
such topics as the scope of buying, mer- 
chandise resources, buying negotiations, and 
the transfer of title. Next follow chapters on 
merchandise control, the merchandise bud- 
get, retail pricing, retail advertising and dis- 
play, and personal salesmanship. Part IV, 
“Operating Activities and Personnel,” is 
concerned with the receiving, checking, and 
marking of merchandise, customer services, 
store system, and personnel management. 
The last two chapters on personnel manage- 
ment are quite complete in their coverage. 
Part V, entitled “Retail Control,” shows the 
need for records in retail business and the de- 
sirability and methods of coordinating retail 
store activities. Expense control, credits and 
collections, and insurance are also covered in 
this section. Part VI, “Retailing Opportuni- 
ties,” discusses the characteristics of retail- 
ing as a field of employment, notes the per- 
sonal qualifications desirable for a career in 
retailing, and then discusses opportunities in 
specific fields including department, spe- 
cialty store, chain store, and independent 
stores. 

The authors obviously have had intimate 
and first-hand knowledge of the field under 
discussion and speak with authority. The 
parts relating to the chain stores are espe- 
cially well done. The discussion of retailing 
methods of the small store is on the whole 
commendably handled though the reviewer 
found occasionally, where the small store and 
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the large store were discussed in the same 
chapter, that he would like to have heard 
more about each. The authors are to be par- 
ticularly applauded for the section on retail- 
ing opportunities which discusses the limita- 
tions in the various retailing fields quite as 
frankly as the opportunities, and is a section 
students will read without assignment be- 
cause it answers questions that naturally 
arise in their minds and for which they find 
difficulty in securing satisfactory answers. 
The book is organized for easy reference 
and is well illustrated. The style is clear cut 
and to the point, so that the subject matter 
is easily grasped. It is all in all a worthy con- 
tribution to the field, and the reviewer has 
found it a most acceptable text for a course 
in retailing. 
Davip E. Favitie 
Stanford University 


Risk EtemMents 1n Consumer InsTAt- 
MENT FinancinG, By David Durand. New 
York: National Bureau of Economic Re- 
search, 1941. Pp. xx, 163. 

This book is the eighth volume in the series 
of studies in consumer instalment financing. 
It attempts to analyze by use of statistical 
methods, the significance of certain credit 
factors generally considered important by 
credit executives, such as age, sex, marital 
status, income, occupation, number of years 
at occupation, number of years at present 
address, borrowers assets and_ liabilities. 
Other factors analyzed are amount of the 
loan, number of months for repayment, 
intended use of funds and amount of down 
payment. Highly refined statistical methods 
were employed in the study and the technical 
discussion of statistical theory and method 
is presented in three appendices which will 
be of interest chiefly to statisticians with 
specialized mathematical training. 

The study is based upon 7,200 reports on 
loans actually made by 37 firms engaged in 
consumer instalment financing. These firms 
included personal loan departments of com- 
mercial banks, personal finance companies, 
industrial banks, automobile finance agencies 
and an appliance finance company. These 
institutions contributed samples of loans 


representing good loans, i.e. those with satis- 
factory repayment experience, and bad 
loans, i.e. those entailing serious collection 
difficulties, in approximately equal numbers 
of each type of loan. The two types of loans 
were analyzed with respect to the various 
credit factors, and the characteristics of the 
borrowers in each class are compared and the 
important differences evaluated. 

Chapter two deals with the steps to be 
taken and the difficulties likely to be en- 
countered in an analysis of risk experience 
based upon the sampling procedure. It dis- 
cusses random sampling technique, size of 
sample required, and other factors which 
must be considered in selecting and studying 
risk by the sampling method. 

Chapter three presents the findings result- 
ing from the statistical analysis of the several 
credit factors. One of the most surprising 
findings of the entire study was the fact that 
the size of the income of borrowers and the 
ratio of the amount of loan to income do not 
appear particularly important as risk factors 
which indicates that lenders are giving ade- 
quate attention to the matter of minimum 
income and maximum loans. The amount of 
down payment is one of the most effective 
risk indicators. The ownership of life insur- 
ance, or a bank account or real estate indi- 
cate the borrower is a better-than-average 
risk. Stability of employment and stability 
of residence both denote a good risk. The an- 
alysis of borrowers by occupation indicate 
that professional classes, such as teachers, 
nurses, doctors, lawyers, and clerical classes 
are good credit risks; outside salesmen and 
skilled and semi-skilled wage earners are 
poor risks; borrowers in government service 
appear to be better-than-average risks while 
persons engaged in trucking, garage and ser- 
vice station business are worse-than-average 
risks. Women are better risks than men. 
Older borrowers are slightly better risks than 
younger persons. 

Chapter four shows how the various signi- 
ficant credit risk factors may be combined 
into a credit rating formula which may be 
usefully used by credit executives as a basis 
for accepting or rejecting applications for 
loans. It is pointed out that whereas this 
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study indicates that more careful selection 
of risks may be used to improve the quality 
of borrowers, it does not reveal whether or 
not this additional care in the selection of ap- 
plicants would bring greater benefit to the 
business. Nor does it reveal which of the 
poorer classes are so poor that they are un- 
profitable at the prevailing rates charged for 
credit. 

The book should be valuable to credit 
executives who wish to evaluate their own 
credit experiences, by the use of the sampling 
method followed in this study. The findings 
relative to the importance of various credit 
factors will be of interest and value to all 
students of the credit problem. The book is 
not designed for the genera] reader but rather 
is a report of a scientific investigation of a 
difficult subject, which employs modern sta- 
tistical methods and techniques throughout 
the process. The analysis is conducted with 
skill and resourcefulness and the result is a 
distinct contribution to methodology and to 
the establishment of credit standards. 

D. C. Sowers 
University of Colorado 


Popu.tation, Famity, AND Housinc Data 
By Biocxs Cuyanoca County, by How- 
ard Whipple Green. Cleveland: Real Pro- 
perty Inventory of Metropolitan Cleve- 
land, Inc., 1941. Two volumes, pp. 968 and 
197. $15.00. 

These volumes represent a continuation of 
studies that were begun under Mr. Green’s 
direction in 1932. The general objective of 
these studies was: “an enumeration of dwell- 
ings and family units, occupied and vacant; 
other buildings by type; use of land, and re- 
lated data such as the creation of sub-lots, 
the construction and demolition of buildings, 
and mortgage finance facts.” 

The first and larger of the two current vol- 
umes contains data on population, family, 
and housing conditions for each of the 9,333 
blocks in Cuyahoga County, Ohio. The data 
for the county and for each city, village, 
township, and census tract are presented on 
the first 45 pages. Similar data for each block 
are shown on the remaining 918 pages. These 
data for each of the above are presented in 





the form of eight tables. The tables include 
detailed presentation of statistics on type of 
dwelling structure, family units by type of 
dwelling, adequacy, monthly rental, total 
value, occupancy, etc. 

The second of these volumes is much the 
smaller and contains nearly the same infor- 
mation as the first, presented in the form of 
cross-hatched maps. For a person who de- 
sires only a general impression of an area, this 
is a much more usable form. 

While these volumes are primarily in- 
tended for the use of those interested in real 
estate problems, they contain a wealth of 
information that is useful in the solution of 
marketing problems. Since the method of 
presentation is entirely statistical, however, 
it is necessary that each interested individual 
make his own application of these data. 

This study should be valuable to those 
who sell supplies to the realty market, who 
are interested in retail locations, who wish 
information concerning standards of living 
for particular areas, and for many other 
similar groups. For those who wish informa- 
tion concerning the Cleveland Metropolitan 
Market as a unit, it is doubtful if anything is 
added by these data which was not already 
available in a more useable form in the 
Censuses of Distribution. 

E. O. DitLe 
University of Tennessee 


Latin AMERICAN TRADE, by Frank Henius. 
New York: Harper and Brothers, 1941. 
Pp. xi, 139. $2.00. 

Mr. Henius’s basic philosopy can best be 
illustrated by two quotations from his book. 
On pages 38 and 39—“We must not only try 
to se// to Latin Americans, but we must 4uy, 
buy all we can, and above all buy their sur- 
pluses,” On page 101—‘‘We want the soli- 
darity of the Americas.” 

It can be seen from the above quotations 
that Mr. Henius approaches the subject of 
Latin American Trade from the point of 
view of political expediency. He is not un- 
mindful of the economic point of view but it 
is distinctly secondary throughout the book. 
His approach seems to fit in well with the 
“good neighbor” policy. 
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This book was written for the trade and 
not for the student of Latin American trade. 
The author has purposely left out detailed 
facts and statistical information, no doubt to 
make the reading easier for the trade. How- 
ever, more factual information would have 
been helpful in understanding some of the 
statements made in the book. It would seem 
that this lack of factual information has led 
the author to make sweeping generalities, 
and to make vague and inaccurate state- 
ments. A few quotations are illustrative. On 
page $1, when writing about a freight for- 
warder, he says “This firm makes its money, 
of course, by handling the shipment, but prof- 
its for one person mean added costs to an- 
other.” The implication here is that the 
middleman is parasitic in nature. This is a 
contention that can be proven only by facts. 
On page 46 we find this statement: “In eight 
cases out of ten, our average manufacturer, 
when quoting the South American prospect 
. .. demands cash against an irrevocable let- 
ter of credit.”’ This is a vague statement be- 
cause readers do not know what an average 
manufacturer is. Some statistics here would 
have added to the statement. On page 36— 
“Any country must have a favorable trade 
balance if its finances are to remain sound 
and its export and import business stable, 
reliable, and important.” This statement is 
inaccurate to say the least because it does 
not take into consideration the invisible 
items in the international balance of pay- 
ments. 

The best part of this book is the section 
dealing with the problems that must be 
solved if Latin American Trade is to be se- 
cured and held. Mr. Henius contends that in 
order to get and hold this trade we must (1) 
develop industries in Latin America which 
can produce things that we want and which 
are not produced in the United States; (2) we 
must solve the exchange and currency prob- 
lems; (3) we must meet competitive prices 
and terms; (4) we must pack goods properly; 
and (5) we must make goods specifically for 
these markets. 

In order to develop industries loans would 
have to be made and the risk in making these 
loans would be great. To solve the currency 


and exchange problems centralized control is 
necessary. To meet competitive prices and 
terms subsidies may have to be granted. If 
goods are to be packed properly, there must 
be a check on the individual companies. In 
order to make the proper goods for the mar- 
ket, some central agency seems necessary. It 
is quite evident that the only organization 
that could do all of this is one that has mo- 
tives other than money profit. Mr. Henius 
recommends that the United States Govern- 
ment assume this task. 

The reviewer feels that Mr. Henius was a 
little severe in his criticism of manufacturers 
for not making products specifically for the 
Latin American markets. He seems to think 
that it was because of an attitude of indiffer- 
ence. Certainly one of the reasons for not 
doing so was the added cost of making the 
products for the various Latin American mar- 
kets. 

Mr. Henius has given us only the general 
features of his plan. The details, I presume, 
would be worked out later. He has given no 
estimate of the total costs of the plan. He 
has given no definite estimate of the time 
that it would take to put the plan into opera- 
tion, and this is certainly important if we are 
to get the solidarity of the Americas. He has 
given little, if any, consideration to the effect 
on the solidarity of the Americas if this plan 
should fail to produce the desired results. 

The plan as advocated by Mr. Henius 
should build trade but it may build it at a 
huge cost to the taxpayers of this country. 
It does not differ so much from the German 
plan for building international trade because 
it advocates subsidies to exporters and to 
steamship companies. The plan may be good 
political strategy but seems like poor eco- 
nomics to the student of international trade. 

Roy H. Paynter 
Ohio University 


ErrectivE ADVERTISING, by Harry Walker 
Hepner. New York: McGraw-Hill Book 
Company, 1941. Pp. xii, 584. $4.00. 

This new addition to the list of advertising 
text books is designed to serve classes in 
schools of business administration as well as 
classes in liberal arts colleges. The author has 
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directed his efforts toward building a text to 
serve, (1) the “15 to 20 per cent of students 
having a direct vocational interest” in ad- 
vertising, (2) the ““65 to 70 per cent who have 
an indirect vocational interest,” and (3) 
those who “claim a cultural interest in the 
subject.” 

The text reemphasizes the trend in ad- 
vertising toward increased attention to 
consumer wants, and research as necessary 
preliminary work to the preparation of ad- 
vertisements and the selection of media. 
Almost one-half of the book is devoted to 
consumer and product research and analysis 
and the testing of advertising effectiveness. 
In between these sections of the book is placed 
the treatment of media and the advertise- 
ment. The six parts into which the book is di- 
vided are as follows: Part I, Introduction (30 
pp.); Part II, The Consumer (150 pp.); Part 
III, The Product (46 pp.); Part IV, The 
Media (120 pp.); Part V, The Advertisement 
(148 pp.); Part VI, Testing and Coordinating 
Advertising (41 pp.). Questions and prob- 
lems follow each chapter. This division pre- 
sents a good balance between the various 
aspects of modern advertising. 

The author’s style is largely descriptive, 
becoming almost narrative in many places. 
There is little or no emphasis on the analy- 
tical. One gets the impression that the text is 
somewhat superficial in a number of respects. 
In the preface the author states that, ‘“Ad- 
vertising has some fundamental principles, 
such as the tenant that its value rests upon 
the extent to which it honestly serves con- 
sumers.”’ Yet. nowhere in the text is there 
any analytical treatment of the theoretical 
soundness of that tenet. The question of 
truth in advertising is treated under the 
heading “Common criticisms of advertising, 
with possible answers.” The subject is dis- 
missed in two paragraphs by pointing out 
that some users of advertising misuse the 
tool, but that “men with high ethical stand- 
ards encourage the passage of laws by legis- 
latures and rulings by governmental bureaus 
for the elimination of perverted advertising.” 
It would seem that in a book where “‘65 to 70 
per cent” of its probable users have a man- 
agement rather than a direct vocational 


interest in advertising, some space could well 
be devoted to an analysis of why truthful ad- 
vertising and “high ethical standards” are 
good for business. 

While the why point-of-view is largely 
lacking, the book is readable and does pre- 
sent a choice of subjects which is broad and 
in distinct harmony with modern advertising 
trends. The teacher can supplement the text 
material with his own analytical treatment if 
he chooses to do so. For those teachers who 
prefer to inject little of the analytical type of 
material, Professor Hepner’s book will pro- 
vide an admirable text. 

Mention must be made of the format of 
the book. The traditional textbook format 
has been discarded. The book stands 10} 
inches high and is 8 inches wide. Pages are 
printed in two columns. The paper stock is a 
high finish coated paper. This form allows 
for larger reproductions of illustrations and 
a somewhat more faithful reproduction of 
halftone material. There are, however, two 
distinct shortcomings to this new form. The 
height of the book will not permit its inclu- 
sion on a normal book shelf. The high finish 
paper produces considerable light reflection 
or glare which makes reading under artificial 
light quite tiresome. The book is also quite 
heavy which might be objectionable to stu- 
dents who like to carry books to the class- 
room. One wonders whether the philosophy 
of product analysis presented in the text was 
utilized in reaching a decision in the selection 
of this particular format. 

C. H. SanDAGE 
Miami University 
Oxford, Ohio 


Top-MANAGEMENT ORGANIZATION AND Con- 
TROL, by Paul E.° Holden, Lounsbury S. 
Fish, and Hubert‘ L. Smith. Palo Alto, 
California: Stanford University Press, 
1941 Pp. 239, $4.00. 


The material in this book constitutes a 
significant contribution to the literature of 
business organization and management. The 
book reports the results of a survey made 
under the auspices of the Graduate School of 
Stanford University in cooperation with 
thirty-one large firms in the building ma- 
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terials, chemical, food, machinery and equip- 
ment, non-ferrous metals, petroleum, and 
steel industries to discover “how the top 
levels of management function, how policies 
are formed, how authority is delegated, how 
control is effected, how divisional points of 
view are harmonized, how results are meas- 
ured.” 

The book is divided into three parts, pre- 
senting the summary and general conclu- 
sions, the general organizational structure 
and divisional relationships within business 
establishments, and the methods and devices 
which the managers of the firms studied em- 
ploy in controlling the activities of their 
firms. 

Unless a monumental mass of material 
such as this is adroitly analyzed and pre- 
sented, it consists merely of a series of de- 
scriptions of the practices of individual firms 
and, lacking integration or analysis, it leaves 
the reader confused in a maze of details. The 
authors have avoided this error by doing an 
excellent job of analyzing and arranging 
their material around a few clear-cut prob- 
lems or phases of organization and control. 
They present well rounded discussions of the 
four levels or types of top-management or- 
ganization [the trusteeship function (the 
board of directors), operating organization, 
staff organization, and committee organiza- 
tion], illustrating each with examples from 
the firms studied. They organize their dis- 
cussion of control practices around fifteen 
types of activitics or management problems. 

The book is well outlined throughout. The 
English is simple, clear, and readily under- 
standable although not always inspiring. The 
volume is well implemented but not over- 
burdened with organization charts and illus- 
trative examples. The authors have not 
limited themselves to presenting the methods 
by which managerial control is exercised but 
have analyzed the weaknesses and strong 
points of those methods as illustrated by the 
experience of the firms studied. 

Students of marketing will be especially 
interested in the sections that deal with the 
control over lines of products, marketing re- 
search, and public relations, and with the or- 
ganizational structure for coordinating the 


functions of distribution, service, merchan- 
dise adjustment, public relations, and prod- 
uct control. Those interested in _ sales 
organization and management will gain 
much from the general description of organi- 
zational structure and the discussion of the 
problems of coordinating the product, divi- 
sional and functional bases of organization. 
R. S. ALEXANDER 
Columbia University 


THe VotumMe or ConsuMER INSTALMENT 
Crepit, 1929-38, by Duncan McC. Holt- 
hausen in collaboration with Malcolm L. 
Merriam and Rolf Nugent. New York: 
National Bureau of Economic Research, 
1940. Pp. xix, 137. $1.50. 


Attention has been recently focused upon 
the cyclical behavior of consumer credit and 
its influence upon the marketing of durable 
consumer goods by the recent action of the 
Federal Reserve Board in imposing restric- 
tions upon it. This volume, the seventh in a 
series in the study of consumer financing by 
the National Bureau of Economic Research, 
is therefore of particular interest to students 
of business cycle theory and to market an- 
alysts. 

Consumer credit is defined as “credit ex- 
tended to consumers which requires them to 
repay principal and interest in regular pay- 
ments scheduled in advance,” thus exclud- 
ing open book credit and home mortgage 
credit of a long maturity. Estimates are pro- 
vided for two major groups, a retail group 
and a cash loan group, with further subdi- 
visions under each major group. Annual and 
monthly estimates are given for credit 
granted, repayments, outstandings, and 
credit changes for most of the classifications 
although some do not extend over the entire 
period, 1929-38. Monthly data, so necessary 
to a study of cyclical behavior, have hereto- 
fore been unavailable. The Credit Analysis 
Unit, Marketing Research Division of the 
Bureau of Foreign and Domestic Commerce 
is continuing the preparation of estimates. 
The data are presented in the form of graphs 
and tables supported by textual discussion. 

The limitations of a review prevent de- 
tailed analysis of the data. It is of interest, 
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however, to examine the data for evidence of 
what may be the effect of a loosening of con- 
sumer credit restrictions after the present 
emergency. Whether or not it will provide 
the desired “cushion” through an increase in 
the demand for durable consumer goods ap- 
pears to be open to question. If the loosening 
of consumer credit restrictions precedes a de- 
cline in post-war consumer incomes, it may 
have the desired effect in stimulating de- 
mand. If, however, restrictions are not loos- 
ened until after a decline has set in, the 
desired cushion may not be provided, since 
increased use of consumer credit comes after 
and not before a rise in consumer incomes. 
Such a conclusion presupposes, however, 
that postwar conditions will be similar to 
prewar conditions. 

Any criticisms of the study are only those 
of omissions. No indication is given as to 
what part of cash loans was used for the pur- 
chase of consumer goods. It may be assumed 
that part of the decline in credit granted by 
retail establishments in 1937-38 was due to 
the increase of cash lending, but the effect of 
increased consumer lending by commercial 
banks upon the purchase of durable con- 
sumer goods cannot be appraised accurately 
without some knowledge of the use of the 
cash loans. An additional desirable feature, 
perhaps impossible of accomplishment is 
some estimate of how much of the expansion 
from 1933 to 1937 was due to the reduction 
of down payments and the lengthening of 
terms of repayment. 

Cuas. T. TAYLor 
Georgia State College for Women 


DistripuTion Costs—An INTERNATIONAL 
Dicest, by Malcolm P. McNair, Stanley 
F. Teele, and Francis G. Mulhearn. Bos- 
ton: Graduate School of Business Admin- 
istration, Harvard University, 1941. Pp. 
652. $10.00. 


The reviewer of a book like this faces a 
unique task for he has no standards with 
which to compare it. Never before has just 
such a compilation been made available for 
students of distribution, particularly those 
who seek to use the comparative cost method 
of studying the efficiency of market institu- 


tions. Three hundred seventy-two tables, 
many of them full page size, present data 
pertaining to operating costs for thirty-four 
lines of trade, practically all being in the re- 
tail field. Although data from the United 
States predominate, extremely useful sec- 
tions relate to Germany, the Umted King- 
dom, the Scandinavian countries, the 
Netherlands, and Canada. 

Since the objective of the compilers was 
that of making available comparative data 
which might be studied in an effort to throw 
light on many unknown factors in distribu- 
tion costs, only data which are based on cost 
analyses which observe standard classifica- 
tion procedures and which can, therefore, be 
relied upon as being truly comparable, are 
used. Even then, the editors carried on much 
correspondence with original sources since 
constant questions arose as to differences in 
accounting procedures in the various coun- 
tries covered in the study. 

The authors state that in Europe interest 
in distribution costs first arose in connection 
with the opposition of the smaller merchants 
to the growth of department stores in Ger- 
many soon after 1900. At that time, a num- 
ber of books and pamphlets appeared, all of 
which discussed comparative costs but 
which in general, were not comprehensive in 
scope and thus had the same limitations 
which characterized cost studies in this coun- 
try of the same era. Dr. Julius Hirsch, who 
will be remembered as a speaker at the mid- 
year meeting of the American Marketing 
Association at Bloomington, Indiana, in 
June, 1941, made yearly studies but it was 
not until he became German Secretary of 
State for Economics in 1921 that scientific 
compilations of cost data were made. Under 
his leadership, many worthwhile contribu- 
tions to the general cost problem were re- 
leased. The Retail Distributors Association, 
Inc., has cooperated with the Bank of Eng- 
land and with the London School of Eco- 
nomics in maintaining a comprehensive 
study of department store costs in the United 
Kingdom since 1931. Useful studies have 
been made in certain other European coun- 
tries. 

The section on department stores presents 
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comparative cost data for Germany, the 
United Kingdom and the United States for 
each year since 1932. Separate tables are pre- 
sented for stores enjoying various sales vol- 
umes. A number of tables present detailed 
functional cost data and interesting studies 
of stock turn experience, especially of the 
British stores, are included. Dozens of tables 
make available the detailed studies of operat- 
ing costs of department stores in this coun- 
try, which have hitherto been found only in 
separate volumes. 

The authors suggest a considerable num- 
ber of interesting studies which could—the 
reviewer would say must—be made by stu- 
dents of marketing using this book as source 
material. As illustrative, they cite the neces- 
sity of sometime knowing more about just 
why British department stores normally 
operate for a smaller percentage of the con- 
sumer’s dollar than do stores in this country 
and why, for some years and for some sales 
volumes, one finds the German costs creep- 
ing to almost as high as in this country. Only 
a detailed statistical study can throw light 
on this and almost hundreds of other ques- 
tions which need investigation, but which 
may be studied by a careful analysis of the 
data here presented. 

Specifically, one wonders just why British 
stores save, as compared to ours, in account- 
ing, executive occupancy, and buying costs, 
and yet do not seem to encounter higher costs 
in even one expense classification. 

A challenging group of tables reveals much 
data relating to operating costs for specialty 
stores in Germany and the United States and 
for dry goods retailing in several countries. 
A particularly complete section covers va- 
riety chain operating costs and still other sec- 
tions present costs incurred in retailing food, 
shoes, furniture, automobile accessories, 
drugs, milk, hardware, and a number of lines 
in the building material field. Although the 
same data cannot be presented for all lines in 
all the countries touched, enough compara- 
tive data are presented to challenge the in- 
terest of the research worker and to whet his 
appetite for even more material of this type. 
When the world once more returns to nor- 
mality, it may be made available. 


If one wished to be critical and ask that his 
work be done for him, he might suggest that 
the authors should have added several hun- 
dred other pages to this already impressive 
volume by making some hundreds of com- 
parisons in tabular form and then by going 
on to analyze these tables, using their great 
knowledge of marketing to explain all the 
challenging relationships thus revealed. But 
that would be doing just what it is hoped 
that many other students will do in the fu- 
ture. 

It is hoped that some way may be found 
to make it possible to obtain much first hand 
data not yet available, both here and abroad, 
and to stimulate a complete analysis of the 
facts thus revealed. Only then will students 
of marketing find it possible to fully ap- 
proach the problem of comparative distribu- 
tion costs and, from them, to arrive at con- 
clusions and principles which will serve to 
make it possible for the student of marketing 
to justify his research by showing how costs 
of distribution may be reduced through the 
elimination of unnecessary or unwise expen- 
ditures. Certain it is that the marketing stu- 
dents of the future have an enviable oppor- 
tunity to make studies of the kind here 
suggested. 

H. H. Maynarp 
The Ohio State University 


Betrer Retai.inc. Dayton, Ohio: The Na- 
tional Cash Register Company, 1941. Pp. 
310, $2.50. 

This eleventh revised edition is a compila- 
tion of seventeen booklets which are made 
available to the retail trade by the National 
Cash Register Company. These booklets are 
offered in the hope that they may be used as 
guides to more successful retailing. 

“Establishing a Retail Business,” the first 
booklet, summarizes the reasons for business 
failures and then lists basic rules for financial 
success in retailing. Excellent content is to be 
found in the booklets “Buying to Sell Profit- 
ably,” ‘Efficient Management and Store 
Operation,” and “‘Display Selling.’”’ The first 
of these three sets down rules for wise buying 
covering times of price adjustments as well 
as “normal” periods. In the booklet, ‘Dis- 
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play Selling,” good suggestions are presented 
for creating store interest centers. 

The other booklets cover other aspects of 
retailing such as salesmanship, aevertising, 
window displays, telephone and delivery serv- 
ice, special sales, and credits and collections. 

The author or authors (no name or names 
of the writers are given in this book) state 
that for information and background of Bet- 
ter Retailing they have “drawn on competent 
authorities, government departments, bu- 
reaus of business research, trade organiza- 
tions, and from experiences of successful 
business men.” Who these authorities are, 
and more specifically, just what they con- 
tributed is not divulged in these booklets. To 
the academic student this will be totally un- 
satisfactory. However in justice to this work, 
it must be remembered that it is not pre- 
sented as an academic study. It is a brief 
treatise of factual material, with suggestions 
written for the small business man who is 
seeking a simple analysis of his store prob- 
lems in order that he may better operate 
his own particular business. 

Lorenzo A. McHenry 
Chico State College 


THe Marketinc or Druc Propucts, by 
Paul C. Olsen. New York: Harper and 
Brothers, 1940. Pp. xvii, 309. $3.00. 


This is more than a revision of Dr. Olsen’s 
original book published in 1931. It is quite 
completely rewritten and in important re- 
spects replanned. It shows considerable im- 
provement both in the materials and in the 
method of presentation. In its present form, 
it represents the mature point of view of one 
who has given close attention to the subject 
matter field. 

It is a little difficult for the present re- 
viewer to discover for whom this book was 
written. In the preface the author states, 
“This book is intended to serve the needs of 
anyone who can profit from a knowledge of 
the marketing methods in use in the drug 
trade.” I have the feeling that the book suf- 
fers from this shot-gun attempt to reach a 
very broad audience. This is a complaint not 
uncommon to many other books in the mar- 
keting field. Throughout a good deal of the 


book, the interest is particularly that of the 
manufacturer of branded products sold to 
ultimate consumers in retail drugstores. 
With this audience in mind, an adequate job 
of discussion and analysis of the marketing 
problems has been done. Even the last chap- 
ter on drugstore operating methods and prob- 
lems seems of interest to the manufacturer 
who attempts to guide or to improve the 
operating techniques of the retailers who 
handle his products. On the other hand, there 
is considerable material in the book which 
seems of relatively little interest to retail 
druggists. Moreover, the treatment of retail- 
ing methods and problems is inadequate to 
make this a satisfactory handbook for the re- 
tailers or textbook for a course in drug retail- 


ing. 
The book specializes in one direction, 
namely within the drug field, but it is my 
feeling that more of our writing on market- 
ing should give special attention to the view 
point of a single audience. 

There are a few places in the book where 
either the thinking or the writing is not clear. 
For example, discussing quantity discounts 
and free goods (page 65) the author claims 
that the granting of free goods represents a 
cash saving to the manufacturer over the 
granting of an outright quantity discount. In 
the illustration which the author uses, he ap- 
pears to compare the giving of three cases 
free in a total shipment of fifteen, which is 
twenty per cent, against a twenty per cent 
cash discount when twelve cases are ordered. 
It seems to me that if you compare two or- 
ders of fifteen cases each, on one of which you 
get three cases free, on the other of which 
you get a twenty per cent quantity discount 
for the entire order, the actual amount of 
the cash transactions will be identical. There 
are not many such lapses as this one. On 
the whole the book is a welcome addition to 
the carefully prepared and well synthesized 
studies of particular marketing situations 
and problems. 

Ro.anp S, VAILE 
University of Minnesota 


SuccessruL Mair Se.iine, by Harold P. 
Preston. New York: The Ronald Press 
Company, 1941. Pp. viii, 228. $3.00. 
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Mr. Preston cuts a wide swath boldly into 
his subject. In doing so he slashes through 
many dry sticks of pedagogy as well as many 
fetishes of mail order men themselves. These 
latter individuals, he tells us, ‘have prefer- 
ences and prejudices and are willing to de- 
fend them valiantly.”” So, too, it must be 
added, have teachers and authors—and book 
reviewers. 

This book is written for business men, 
with the spotlight focussed sharply on the 
practical as distinguished from the theoreti- 
cal. Readers will both gain and suffer from 
this approach. The gain is that we receive 
some of the value of the author’s practical 
experience. The loss is that we gain far too 
little. For the author has considerable diffi- 
culty in revealing to the rest of us, not so 
much how he sold by mail successfully as 
how we can do and do likewise. 

Nearly all of the author’s personal expe- 
riences and beliefs, in addition to his rattling 
of skeletons in the closet, are interesting and 
helpful. Meanwhile, however, he has skele- 
tonized and closeted many important aspects 
of selling by mail. Especially is this true of 
what remains the heart of the problem: sales 
letters and the writing of them. The many 
divisions of this subject are covered in three 
fleeting chapters totaling 28 pages. The same 
flaw occurs in other places. Letterheads, for 
example, are discussed in half a page, and 
the various methods of reproducing and of 
personalizing letters receive only half a page 
also. On the other hand, a chapter 15 pages 
long is devoted to Printing Pointers and an- 
other chapter of 11 pages to a summary of 
Postal Laws and Regulations. Such alloca- 
tions of space are difficult to justify. 

All the problems of selling by mail, how- 
ever, are touched upon to some degree. In- 
deed, this volume is much more comprehen- 
sive than it is claimed to be, and one of its 
chief values can be attributed to this com- 
pleteness. It should be handy as a reference 
book. Though little of the material presented 
is new or unavailable, the volume is reason- 
ably complete and highly compact. The 
author states in his preface that “It does not 
aim at exhaustiveness in an encyclopedic 
sense.” Yet it clearly is encyclopedic in some 





sense, even if many of the points discussed 
are not exhausted. 

To criticize this book in particular, or to 
praise it in general, is easy; to illustrate its 
nature without running the risk of being un- 
fair to the author is difficult, but should be 
tried. Mr. Preston argues that good mail or- 
der advertising uses the language of the peo- 
ple, “their expressions, slang, idioms and 
grammatical variations.” The weather, he 
says, is not salubrious but “‘d... [sic] hot, 
or wet or cold. That’s what you ¢hink. 
That’s what you say. That’s the way you 
should write—if you want to sell.’’ He claims 
also to have tripled the returns of a subscrip- 
tion campaign by changing the conventional 
salutation to “YOWSAH, YOWSAH.” 

Moreover, he faces SEX valiantly by the 
sensible characterization of man as the Sen- 
timental You, the Snobbish You, and the 
Great Lover, Old Adam, or Sex You. All this 
is refreshingly different than the guardedly 
purist approach of textbooks for classroom 
consumption. It seems evident, however, 
that to use these liberating doctrines too 
freely would be to play with fire, as much in 
terms of profit as of Victorian tastes. And 
the author is commendably inconsistent in 
later illustrations in not following these dic- 
tums slavishly. 

D. F. BLANKERTZ 
University of Pennsylvania 


AGRICULTURAL Price ANALysis, by Geof- 
frey S. Shepherd. Ames, Iowa: Iowa State 
College Press, 1941. Pp. vili, 402. $3.75. 


According to Professor Shepherd, the 
study of agricultural marketing now has 
three chief divisions: (1) a large body of 
purely descriptive materials, (2) agricultural 
price analysis, and (3) cooperation. Agricul- 
tural price analysis he considers an applied 
subject in which economic principles and 
certain statistical techniques are brought to 
bear upon agricultural price problems. Agri- 
cultural price analysis has two aspects, viz., 
qualitative and quantitative. Qua/itatively it 
deals with “such technical matters as the con- 
ditions of production, the nature of the 
product and such institutional matters as the 
marketing systems, the price determining 
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machinery, and the competitive or non-com- 
petitive nature of buying and selling in the 
market . . and the conditions of consump- 
tion.” (p. 3) Quantitatively it tests the hypoth- 
eses arising out of qualitative analysis. 
Professor Shepherd’s volume comprises both 
of these aspects and necessarily employs 
both the tools of economic theory (supple- 
mented by brief historical reference) and of 
statistics. 

According to the author, agricultural 
price research has passed through three 
stages—description, analysis, prediction— 
into a fourth, control. The great depression 
since 1929 accelerated the movement into 
the control field and hence made analysis of 
control problems essential. Prior to the new 
stress on control the interest in agricultural 
price research was in the interpretation of 
price behavior so that more rational individ- 
ual adjustments might be made to it. The 
dichotomy between the o/d and new stresses, 
sets the pattern for the volume for it has two 
parts: I, Analysis of Price Behavior: II, An- 
alysis of Price-Determining Forces. 

Part I summarizes neatly materials por- 
traying time, place and form of price behav- 
ior. But there is more than description, for 
behavior is appraised in relation to evolu- 
tionary factors and the conditions of the per- 
fect market. In addition to the general depic- 
tion of long-time, cyclical and seasonal 
behavior, students of marketing will un- 
doubtedly find the discussions of decentrali- 
zation in agricultural marketing (Chapters 
2, 9, 10) and of the margins between farm 
prices and retail prices particularly valuable 
(Chapter 12). General marketing literature 
has not made the distinctions and reached 
the conclusions of the author in his discus- 
sion of decentralization in agricultural mar- 
keting. (See Professor Shepherd’s article 
elsewhere in this issue). Likewise marketing 
literature, as well as that dealing with busi- 
ness fluctuations, has paid too little attention 
to the nature, size, variability through time 
and consequences of marketing spreads (mar- 
gins). The author briefly summarizes the 
evidence in this field but does not push the 
analysis very far into the region of cyclical 
variations in spreads. 


The bulk of Part II deals not with the con- 
trol programs but with the tools for their 
analysis. Hence, students will find here excel- 
lent brief and elementary reviews of the 
measurement of the elasticities of demand 
and of supply, of the various types of elasti- 
city, and of theoretical and statistical pro- 
cedures. The author apparently feels that the 
analysis of price control is so recent, the prob- 
lems it poses so complex and the tools either 
so blunt or so unfamiliar to many students 
as to make it desirable for him to spend most 
of his time still on the tool kit. But, unlike 
some tool makers and tool polishers, he does 
not stop there, for there are five chapters ap- 
praising agricultural production control, 
price stabilization and marketing, agreement 
and pro-rate programs followed by two con- 
trasting the workings of competition in 
agriculture and industry. 

Professor Shepherd’s volume, of course, 
will be most useful to those in agricultural 
economics and marketing. It is highly recom- 
mended also to (1) those interested in price 
analysis in general, or (2) those who are 
fumbling with some of the newer concepts 
and techniques and need a brief, skillful re- 
view, and (3) all students of general market- 
ing truly concerned with economic analysis. 
General marketing literature is struggling to 
incorporate economic analysis organically 
within it instead of merely swallowing an un- 
digested fragment or loosely grafting an ap- 
pendage. The study of marketing cannot 
make its fundamental contribution to eco- 
nomics until this process has been completed. 
Economic (as opposed to managerial) mar- 
keting literature needs more books like /gri- 
culture Price Analysis. 

FE. T. GRETHER 
University of California 


Tue Consumer Movement, By Helen Sor- 
enson. New York: Harper and Brothers, 
1941. Pp. xiii, 245. $2.50. 

“Consumer Movement Groups” would 
have perhaps been a more descriptive title 
for this book. The bulk of its content is di- 
rected to a description of the organizations 
and activities concerned with consumer 
movements. 
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Following an introductory chapter “Be- 
ginnings of the Consumer Movement” are 
chapters dealing with: Scientists Become 
Consumer Conscious, Educators Look To- 
ward the Consumer, General Organizations 
Adopt Consumer Objectives, Consumer 
Groups Organize and Consumer Coopera- 
tives Grow. These are followed by two chap- 
ters on Business and the Consumer Move- 
ment and a final chapter “Do the Pieces 
Make a Pattern.” 

On the whole, the study is descriptive 
rather than analytical. The reader may be 
disappointed in the failure of the book to pre- 
sent an analysis of the economic background 
of consumer movements. Moreover, view- 
points are too often expressed in terms of 
quotations which remain too much on the 
surface of the problem. Any study which 
deals with a problem of such great current 
interest is almost certain in retrospect to 
have given too much space to unimportant 
factors and not enough space to the more 
permanent and underlying forces shaping 
consumer movements. On the other hand, it 
is recognized that a statement of consumer 
movements must include organizations and 
events which seem important at the time. 

Sorenson’s The Consumer Movement makes 
a distinct contribution to the literature of 
consumer economics and consumer educa- 
tion because of its excellent review of the or- 
ganizations and activities concerned with 
consumer movements. It provides a well 
rounded summary of current consumer 
movement activities. It should, therefore, 
help to direct the thinking of those interested 
in consumer problems and to suggest a point 
of departure for subsequent studies. Teach- 
ers of Marketing and Advertising will find 
the book helpful as a reference and as a class- 
room assignment on the consumer and mar- 
keting. 

KENNETH DAMERON 
Ohio State University 


How to Succeep 1n Business, by Fred P. 
Spraul. Los Angeles: Fred P. Spraul Pub- 
lishing Company, 1940. Pp. ix, 258. 

It frequently happens that a man who has 
had more than average success in business is 


motivated for one reason or another by a de- 
sire to pass on to others the secrets of that 
success. This volume is apparently the result 
of such a desire. The author who is a pro- 
moter and business adviser of repute has put 
into this book what he considers to be the 
essentials of successful promotion and opera- 
tion of business. There are fourteen chapters 
dealing with promoting, financing, advertis- 
ing, selling, credits, collections, personnel 
training, and managing of business enter- 
prize. The title of the book indicates its 
nature. By admission, no theories are enun- 
ciated in the work, but rather the ‘“‘consid- 
ered and carefully presented yield of the 
experience of a business man whose life has 
been spent in direct, practical—and mar- 
kedly successful—business activity.” 

Mr. Spraul tries to be of service to all men 
actively engaged in business. According to 
his philosophy, the principles for all business 
endeavor, large or small, or basic. Hence, he 
must speak in very broad generalities, some- 
times so broad that the point being made is 
entirely lost to the reader. Let me be more 
specific. In the chapter on Financing and Man- 
aging a Business, one of the questions and 
problems which the author feels every man 
starting a business must answer is “What is 
the estimate of the business which can be re- 
garded as immediately available?’ But to 
this very pertinent question he offers no 
method of determining sales potentials. How 
is the uninitiated in business to avoid over- 
and under-financing, the pitfalls of which are 
pointed out? But again there is no method 
suggested of approaching these problems. 

The author apparently forgets that the lay 
reader for whom this book is intended does 
not understand without detailed explanation 
what is meant by such terms as “‘the cost of 
doing business,” or “‘the cost of goods,” or 
“a reasonable margin of profit.”” Yet the 
management is admonished to fix prices that 
will cover such costs. I fear therefore that 
much of the intended value of the book is 
lost, since it is primarily a plea for more 
small business ventures. It is intended for 
the amateur but written in the language of 
the executive. 

Mr. Spraul has had some rich business ex- 
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periences and these episodes he relates most 
interestingly. His experiences have run the 
entire gamut from promotion, credit, selling, 
management, advertising, store lay-out, to 
finding leaks and to effective reorganizations. 
The reader must have gained, who will follow 
the tenets which are declared by Mr. Spraul. 
. Aten L. MEYER 
_ 4 Ohio State University 
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Tax Barriers TO TRADE, Symposium. Phil- 
adelphia: Tax Institute, 1941. Pp. viii, 


344. $2.50. 


This volume is a compilation of the 
twenty-nine lectures presented in a sym- 
posium held in Chicago, December 2-3, 1940 
under the auspices of the Tax Institute of the 
University of Pennsylvania. Although the 
subject is Tax Barriers to Trade, numerous 
non-tax barriers to inter- and intra-state 
trade are discussed. 

In Part I, the aims of the symposium are 
stated in this way: ““We want the Symposium 
to help clarify the situation in order to enable 
responsible officials and the public at large to 
work towards the amicable and satisfactory 
removal of barriers which divide our nation 
(P. 9). In Part II, the five lectures on the 
general topic of ‘“‘Highway Trade Barriers” 
approach the problem from the divergent 
viewpoints of the farmers, highway users, 
and railroads. The Kansas Port of Entry law 
is very ably defended in Chapter VI, and the 
problems brought about through size and 
weight restrictions in trucks operating be- 
tween states are discussed in Chapter VII. 

The six lectures of Part III on the subject 
of “Commodity Trade Barriers” cover such 
important commodities as oleomargerine, 
tobacco, and alcoholic beverages. Professor 
J. Wildner Sundelson concludes with refer- 
ence to oleomargerine taxation: (1) that chief 
losers in the struggle to eliminate competi- 
tion by taxation are consumers and the pro- 
ducers of raw materials used in margerine; 
(2) from the view point of fiscal policy, mar- 
gerine taxation has little to commend itself; 
and (3) it is a dangerous precedent, for taxes 
sponsored by pressure groups distort compet- 
itive relationships without bringing benefits 


to the general public (Pp. 102-104). In 
Chapter XI, Professor C. S. Logsdon makes 
a forceful case for the removal of the barrier 
effect of tobacco taxation. 

Part IV consists of six addresses covering 
the important subjects of chain store, sales, 
and use taxes, and discriminatory vendor 
licensing. The latter subject is discussed by 
Professor Carl T. Arlt who gives numerous il- 
lustrations of state and municipal restrictions 
on vendors. 

The history of chain store taxes is related 
by Professor Maurice W. Lees who con- 
cludes: “they (chain store taxing laws) are 
designed to enhance local interests without 
regard to public welfare; they restrict the 
free flow of products and of energies; and 
they are contrary to the principles of free 
enterprise. For all of these reasons they 
ought to be removed as quickly as possible” 
(P. 164). Further arguments against this 
form of taxation are presented by Mr. A. R. 
Kaiser, General Manager, Tax Department, 
Sears, Roebuck and Company. In Chapter 
16, Mr. Theodore Christiansen, The Na- 
tional Association of Retail Druggists, at- 
tempts to prove the advisability of taxing 
“bigness” in order to safeguard capitalism 
from a form of collectivist state. 

“Use Taxes as Barriers to Trade’”’ is the 
subject of lectures by Professors Neil H. 
Jacoby and L. L. Waters. Dr. Jacoby sum- 
marizes his highly instructive lecture with 
this paragraph (pp. 108-109): “It seems ac- 
curate to say that use taxation has, on bal- 
ance, reduced the differential trade advan- 
tages which existed in the early days of state 
retail sales taxation. It has not eliminated 
them, because some states have not (or can- 
not) levy use taxes, and because all states 
which do levy use taxes do not exempt prop- 
erty which has paid the sales tax of another 
state. So long as we have state retail sales 
taxes with us—and the end is certainly not in 
sight—it would appear desirable that all sales 
tax states impose use taxes.” In this lecture 
it is also shown that even though sales taxa- 
tion may be completely supplemented by use 
taxation, the effect is to distort trade and 
present undesirable trade barriers (Pp. 195- 


197). 
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Professor Waters supports his claim that, 
“Use taxes are trade barriers, but they are 
desirable if sales taxes are retained. Use taxes 
do not represent a discriminating obstruction 
and as a generalization, they bear upon in- 
terstate commerce just as a sales tax rests on 
intrastate commerce”’ (P. 201). 

Part V is made up of five chapters in which 
the activities of various organizations in re- 
ducing the evil effects of tax barriers on inter- 
national trade are summarized quite ade- 
quately. 

Part VI contains answers to the query, 
“What Can Be Done About Trade Bar- 
riers?” Professor Robert C. Brown strikes a 
pessimistic note in his address on “Judicial 
Trends with Respect to Trade Barriers” 
with the prophecy that there is no immediate 
prospect of effective judicial condemnation 
of trade barriers between the states, at least 
where such barriers take the form of taxa- 
tion. More optimism is displayed by Mr. 
Herbert R. Gallagher who suggests that the 
spirit of cooperation displayed by governors 
and legislators of many of the states augurs 
well for the solution of the trade barrier prob- 
lem. Professor Reynold E. Carlson discusses 
the important possibility of joint federal 
and state attacks upon trade barriers. Here 
also is enumerated the existing Federal Legis- 
lation permitting Administrative action with 
respect to trade barriers. Mention is made of 
a proposed federal-state committee of twelve 
on which the legislative and executive 
branches of the federal government and the 
state governments would have representa- 
tion. 

A bibliography of nine pages is conven- 
iently divided into subjects to coincide with 
the treatment in the chapters. One minor de- 
fect is that in a number of cases (pp. 19, 29, 
39; 57, 61, 243, 244) precise references to the 
sources are missing. Such references could 
have been given without annoyance to the 
casual reader and they would have given 
added satisfaction to the scholar who will 
want to follow up some of the leads. 

Tax Barriers to Trade should prove help- 
ful to three groups: the business executive 
who wants a condensed summary of various 
barriers to trade, teachers of economics and 





marketing who are seeking brief supplement- 
ary references on this subject, and legislators 
and administrative officers of our various 
political divisions. The uniform high quality 
of the lectures in this volume warrants inter- 
ested groups in looking forward to future 
publications of the Tax Institute of the Uni- 
versity of Pennsylvania. 

Hersert C. GRAEBNER 

Westminster College 

New Wilmington, Pa. 


THe Roap To SALESMANSHIP, by Robert 
H. W. Welch, Jr. New York: The Ronald 
Press Company, 1941. Pp. viii, 95, $2.00. 


Mr. Welch says in his preface, “In this 
book we take very little interest in how to 
make a sale. We are here concerned, instead, 
with how to become salesmen.” While this 
distinction may seem minor, it is funda- 
mental here, for his book is a philosophy of 
selling rather than a text on salesmanship. 

Of his twelve chapters the author devotes 
the first two, entitled respectively “Why Are 
Salesmen,” and “Who Are Salesmen,” to a 
discussion of the importance of salesmen as 
distributors of goods, and as “one of the 
solidest and most sensible segments” of the 
American middle class. 

The next three chapters on “Fundamen- 
tals,”’ contain the basic elements of the book: 
that to be a successful salesman a man must 
be honest, work hard, and have a friendly 
feeling for his customers. The sixth chapter, 
on “Adaptation,” contains an argument 
against the canned sales talk and a plea for 
the use of brains in selling. 

The seventh and eighth chapters take up 
“Tricks of The Trade,” and are followed by 
three chapters on “Don’ts.” These latter 
chapters contain a typical list: don’t pad 
your expense account; don’t lose your tem- 
per; don’t beg for business; don’t show dis- 
loyalty to your house, etc. The book closes 
with a chapter called “Where Are You Go- 
ing?’ 

It is obvious from the foregoing that in 
common with most of the books in this field, 
there is nothing really new in this volume. If 
good advice will help men to become sales- 
men then the author has succeeded. 
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The special merit of this little volume, and 

I believe it has special merit, is the homely 
anecdotal method by which Mr. Welch 
makes his points. It should be read with in- 
terest by salesmen and salesmanagers. It is 
the kind of a book that a salesmanager can 
sent to a field man with reasonable assurance 
that it will be read, for it is full of the flavor 
of the field and is in no way academic or 
textual. 

Ross M. Trump 

Tulane University 


S1zZLEMANSHIP—NEw TESTED SELLING SEN- 
TENCES, by Elmer Wheeler. New York: 
Prentice-Hall, 1940. Pp. xi, 294, $3.00, 


Elmer Wheeler has laid down five rules of 
selling. First, find and feature the “sizzle,” 
the most attractive and persuasive feature 
of the thing being sold. Second, speak tele- 
graphically in boiled down verbal shorthand. 
Third, use appropriate gestures, actions, and 
showmanship for effective presentation. 
Fourth, give the prospect a choice between 
courses of action all of which are favorable to 
the seller, by asking “which” questions in- 
stead of “if”? questions. Fifth, use a vital, 
lively, expressive voice or spoil the interview. 

His own terms for these five are: 

1. Don’t sell the steak—-sell the sizzle! 

2. “Don’t write—telegraph.” 

3. “Say it with flowers.” 

4. Don’t ask if—ask which! 

5. Watch your bark. 

In this book on Sizzlemanship the Wheeler 
formula is not changed—it is merely pre- 
sented in new and varied circumstances. Two 
hundred twenty-five pages present general 
applications; 44 pages contain the various 
types of sentences that work best for selling 
homes, butter, eggs, meat, groceries, shirts, 
curtains, and brake lining. The final 25 pages 
list miscellaneous selling sentences which 
were developed in various word clinics. 

What the author has done is to reach back 
in his files and collect an array of interesting 
sales situations. Then he goes on to show 
what the salesman should have said and 
done. Because of its scrapbook arrangement 
and its informal organization, the book can- 
not be used as a text. It was not intended to 


be one. While teachers of salesmanship, and 
even advertising, will find the book worth 
reading, those who stand to gain the most 
from it are persons engaged in selling. 
C. A. Kirkpatrick 
University of Maryland 
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President's Letter to Members of the American 
Marketing Association: 


All the committee assignments were made 
in January. On each of the assignment sheets 
there appeared the statement “Sound Mar- 
keting Means Hard Work for Marketing 
Men,” and that means all of us. 

The A.M.A. is in the enviable position of 
being able to direct and guide the thinking 
and planning so important today, and 
doubly important for solving the problems of 
tomorrow. I earnestly urge each member— 
not committee members alone—to contrib- 
ute all in his power toward winning the war. 
I urge the members doubly to contribute all 
in their power toward winning the peace 
which will follow the war. 

Problems mean opportunities and cer- 
tainly there is no dearth of marketing prob- 
lems at the present time. Even these will 
multiply with the coming of peace. If the 
readjustment from peace to war is painful, 
the readjustment from war to peace will be 
doubly so. An equitable distribution of the 
colossal output of which our production fa- 
cilities will be capable at the end of the war 
is the marketing problem around which all 
other marketing problems revolve. 

Will we let our factories rot, our machinery 
rust, and poverty run rampant, or will we 
find ways to make wide-spread a high stand- 
ard of living of which we can feel proud? We 
can be certain of one thing. The millions who 
so patiently and docilely endured the hard- 
ships of the early thirties will not again en- 
dure those harships so docilely while plenty 
is within the reach of all who are willing to 
work. 

Both business and Government would pre- 
fer that business and its counselors solve 
these problems. One fact is inescapable; if 
business and its counselors do not solve 
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them, Government must do so insofar as 
business fails. Neither can find adequate 
solutions to all these problems without the 
help of the other—but the proportion from 
each is most important. 

I have already taken steps to encourage 
the use of A.M.A. members as consultants 
on marketing problems in Government agen- 
cies. Many of our members have already 
come to Washington; others will follow. Here 
is Our opportunity to guide the thinking of 
Government as well as business. We must 
not let that opportunity slip. 

Our contribution must not be half-hearted, 
superficially thought out, or grudgingly 
given. Each of you members must reflect 
credit upon the Association and the Associa- 
tion must gain new members who will reflect 
additional credit upon it. A cohesive, active, 
and growing group can make contributions 
of which we shall long be proud. 

We must not resent changes; we must 
guide those changes. Change is the most nor- 
mal condition existing even though adapta- 
tion be futilely resisted. 

In our universities may we hope that 
deans, professors, and students alike will 
escape the faddism which breeds so freely in 
times of stress. I have already heard the cry 
emanating from universities and _ business- 
men ‘Production is the thing.” That is true 
today but not tomorrow. 

Long before the young men and women 
who are being told that “Production is the 
thing” can exercise any influence on produc- 
tion this phase will have passed. Production 
men will be selling cheap and the cry will be 
for marketing men with a sound economic 
background. Let none of us be guilty of 
shortsightedness in advising students to 
veer from marketing subjects to production 
management. Disillusionment and bitterness 
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will surely follow on the day when we find 
ourselves faced with an undreamed of ca- 
pacity to produce—but powerless to dis- 
tribute the output of that capacity. 

The war came suddenly; The peace may 
come as suddenly; but there is no excuse for 
peace finding us so unprepared as did the 
war. We can offer no panacea, no magic, no 
brilliant single solution. We can offer only 
hard work, constant factual research, and 
painfully hard thinking; but opportunities 
are born of problems. Let us work and serve 
to the best of our abilities for the advancement 
of science in marketing—for the defeat of 
poverty through sound distribution. 

Vercit D. REED 
President 


Committees of American Marketing 
Association For 1942 


(1) Audit for the Association 


Vergil D. Reed, President, and Albert 
Haring, Secretary, are ex officio members of 
all committees. 

Ralph C. Greiner, Chairman, McGraw-Hill 
Publishing Company, 1510 Hanna Build- 
ing, Cleveland, Ohio. 

Albert E. Strass, The Market Research of 
Cleveland, Schofield Building, Cleveland, 
Ohio. 

Ralph Leavenworth, Fuller & Smith & Ross, 
Inc., Cleveland, Ohio. 


(2) Audit for the Journal of Marketing 


To audit the books for the period June 28, 

1941 to June 30, 1942. 

Arthur P. Hirose, Chairman, McCall Cor- 
poration, 230 Park Avenue, New York 
City. 

Ferdinand C. Wheeler, Association of Food 
Distributors, 100 Hudson Street, New 
York City. 

Pauline Arnold, Market Research Corpora- 
tion of America, 444 Madison Avenue, New 


York City. 
(3) Christmas Program 


Charles J. Brand, Chairman, National Fer- 
tilizer Association, 616 Investment Build- 
ing, Washington, D. C. 


Local Arrangements 


Ralph C. Greiner, McGraw-Hill Publish- 


ing Co., 1510 Hanna Bldg., Cleveland, 
Ohio. 


Attendance and Publicity 


Donald R. G. Cowan, Republic Steel 
Corporation, Republic Bldg., Cleveland, 
Ohio; and Successor. 


Program 


Wilford L. White, Bureau of Foreign and 
Domestic Commerce, Department of 
Commerce, Washington, D. C. 


(4) Coordinated and Cooperative Marketing 
Research 


To foster scientific study and research in 
marketing; to encourage joint and coopera- 
tive projects and seek sponsors and funds for 
their execution; to seek suggested subjects 
and topics for research and publish them 
annually in the Journal. 

Robert J. McFall, Chairman, Magazine Mar- 
keting Service, 383 Madison Avenue, New 
York City. 

Edmund D. McGarry, University of Buffalo, 
Buffalo, New York. 

R. S. Alexander, Columbia University, New 
York City. 

Roland S. Vaile, University of Minnesota, 
Minneapolis, Minnesota. 

R. Parker Eastwood, Columbia University, 
New York City. 

Nathaniel H. Engle, University of Washing- 
ton, Seattle, Washington. 

David R. Craig, American Retail Federa- 
tion, 1627 K Street, Washington, D. C. 
Daniel Bloomfield, Retail Trade Board, 80 

Federal St., Boston, Mass. 

Arthur B. Gunnarson, Chamber of Com- 
merce of the U.S. of America, Washington, 
- < 

Evert G. Smith, University of Texas, Austin, 
Texas. 

J. Harold Stehman, Bureau of Foreign and 
Domestic Commerce, Department of 


Commerce, Washington, D. C. 
(5) Definitions 


To work toward the development and 
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adoption of more adequate and exact usage 

of marketing definitions and classifications. 

R. S. Alexander, Chairman, School of Busi- 
ness, Columbia University, New York 
City. 

John Albright, Bureau of the Census, Wash- 
ington, D.C. 

R. A. Balzari, McGraw-Hill Publishing Co. 
of California, 68 Post Street, San Fran- 
cisco, Calif. 

Ralph F. Breyer, University of Pennsyl- 
vania, Philadelphia, Pa. 

Ralph Cassady, Jr., College of Commerce, 
University of California, Los Angeles, 
Calif. 

George R. Collins, New York University, 
New York City. 

Charles F. Phillips, Office of Price Adminis- 
tration, Washington, D. C. 

Frank M. Surface, Standard Oil Company of 
New Jersey, 26 Broadway, New York City. 


(6) Editor A.M.A. Directory 


Malcolm D. Taylor, Box 101, Chapel Hill, 
North Carolina. 


(7) Executive 


Vergil D. Reed, President, Bureau of the 
Census, Census Bldg., Virginia Avenue & 
D Street, SW, Washington, D. C. 

Albert Haring, Secretary, School of Business, 
Indiana University, Bloomington, In- 
diana. 

Howard T. Hovde, Immediate Past President, 
Wharton School, University of Pennsyl- 
vania, Philadelphia, Pa. 


(8) Income Classifications to be called here- 
after The Committee on Buying Power 
Classifications 


To develop and recommend standards, 
methods, and techniques for income classi- 
fications and their application in marketing 
research. 

Everett R. Smith, Chairman, McFadden 
Publications, 122 East 42nd St., New York 
City. 

Wroe Alderson, Curtis Publishing Company, 
Independence Square, Philadelphia, Pa. 
Chester E. Haring, Hooper-Holmes, Inc., 

102 Maiden Lane, New York City. 


Wilford L. White, Bureau of Foreign and 
Domestic Commerce, Department of 
Commerce, Washington, D. C. 

Archibald M. Crossley, Crossley, Inc., 330 
West 42nd St., New York City. 

Lyman L. Hill, Servel, Inc., Evansville, 
Indiana. 

D. E. Robinson, Pedlar and Ryan, 250 Park 
Avenue, New York City. 

Franklin R. Cawl, Farm Journal, Inc., 
Washington Square, Philadelphia, Pa. 


(9) Legislative 


To study marketing legislation introduced 
in Congress; to call to the attention of the 
President of the Association and the Chair- 
men of Chapters desirable changes in pend- 
ing legislation: 

Georges Weber, Chairman, 6 Wetherill Road, 

Friendship Station, D. C. 

Assisted by members of the Washington 

Chapter to be designated by the Chairman 
of the Committee. 


(10) Marketing and Media Areas 


To explore the possibilities and applica- 
tions of marketing data by small areas; to 
cooperate with the Census Bureau in increas- 
ing the usefulness and use of such data; to 
coordinate media evaluation and market 
measurement by such areas, particularly for 
Metropolitan Districts. 


Members: 


Nelson H. Seubert, Chairman, Standard Oil 
Company of N. J., 26 Broadway, New 
York City. 

John E. Brennan, Outdoor Advertising, Inc., 
60 East 42nd St., New York City. 

Frank R. Coutant, Fact-Finders Associates 
Inc., 400 Madison Avenue, New York 
City. 

Herman S. Hettinger, Wharton School, Uni- 
versity of Pennsylvania, Philadelphia, Pa. 

Rene Pepin, New Products Dept., Vick 
Chemical Co., 122 East 42nd St., New 
York City. 

Paul T. Cherington, McKinsey & Co., Two 
Wall Street, New York City. 

Norwood Weaver, Magazine Marketing 
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Service, 383 Madison Ave., New York 
City. 

Donald E. Paterson, Scripps-Howard News- 
papers, 230 Park Ave., New York City. 
Gordon Cole, Cannon Mills, Inc., 70 Worth 

St., New York City. 

Frank M. Surface, Standard Oil Company of 
New Jersey, 26 Broadway, New York 
City. 

Barry T. Rumple, National Broadcasting 
Company, RCA Building, New York City. 


(11) Marketing Personnel 


To assist in the placement of members, 
study personnel problems and work toward 
the improvement of marketing personnel. 
Samuel FE. Gill, Chairman, 52 Vanderbilt 

Avenue, New York City. 

C. T. Heusinkveld, Armour & Company, 
Commercial Research Department, U. S. 
Yards, Chicago, IIlinois. 

John R. Riggleman, 30 Drummond Avenue, 
Chevy Chase, Maryland. 

(Chairman of Placement Committees of 
local Chapters to be reported to Mr. Gill by 
each Chapter) 


(12) Membership and Chapter Organization 


To build membership, work with estab- 
lished Chapters and organize new Chapters 
in conformity with the Constitution and By- 
Laws. 

Wroe Alderson, Chairman, Curtis Publishing 
Co., Independence Square, Philadelphia, 
Pa. 

Donald R. G. Cowan, Republic Steel Cor- 
poration, Republic Building, Cleveland, 
Ohio. 

Paul D. Converse, University of Illinois, 
Urbana, Illinois. 

Arthur M. Weimer, School of Business, In- 
diana University, Bloomington, Ind. 

Allan H. Warne, Indiana Bell Telephone Co., 
240 N. Meridan St., Indianapolis, Indiana. 

Paul M. Cramer, Campbell-Ewald Com- 
pany, 13th Floor, General Motors Bldg., 
Detroit, Michigan. 

John S. Moriarty, Bureau of the Census, 111 
Customhouse, San Francisco, Calif. 


H. H. Maynard, Ohio State University, 
Columbus, Ohio. 

Harold G. Murphy, Emory University, 
Atlanta, Georgia. 

C. H. Sandage, Miami University, Oxford, 
Ohio. 

Roland S. Vaile, University of Minnesota, 
Minneapolis, Minnesota. 

Harold P. Smith, Department of Commerce, 
1800 Customhouse, Boston, Mass. 

Norwood Weaver, Magazine Marketing 
Service, 383 Madison Avenue, New York 
City. 

George W. Robbins, University of Cali- 
fornia, 405 Hilgard Avenue, Los Angeles, 
California. 

Georges Weber, 6 Wetherill Road, Friend- 
ship Station, D. C. 

K. G. Fuller, Manager, Market Research 
Dept., United States Steel Corp., Pitts- 
burgh, Pa. 

Nathaniel H. Engle, University of Washing- 
ton, Seattle, Washington. 

H. W. Hailey, Rocky Mountain News, Den- 
ver, Colorado. 

Harry A. Mitchell, Tulane University, New 
Orleans, La. 

F. C. Weber, D’Arcy Advertising Company, 
Missouri Pacific Building, St. Louis, Mis- 
souri. 

Samuel B. Stocking, University of Toronto, 
273 Bloer St. West, Toronto, Canada. 
Herbert Marshall, Chief, Internal Trade 
Branch, Dominion Bureau of Statistics, 

Ottawa, Canada. 

John H. Frederick, University of Texas, 
Austin, Texas. 

Ira D. Anderson, Northwestern University, 
Evanston, Illinois. 


Ex officio: 


Vice-President Ross M. Cunningham, 
Massachusetts Institute of Technology, 
Cambridge, Mass. 

Vice-President Dudley M. Phels, Uni- 
versity of Michigan, Ann Arbor, Michi- 
gan. 


(13) Midyear Conference 


Dudley M. Phelps, Chairman, University of 
Michigan, Ann Arbor, Michigan. 
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Local Arrangements 
Edgar H. Gault, School of Business Ad- 


ministration, University of Michigan, 
Ann Arbor, Michigan. 


Attendance and Publicity 


Robert Arkell, J. L. Hudson Company, 
Detroit, Michigan. 


Program 


Howard Whipple Green, 1too1 Huron 
Road, Cleveland, Ohio. 


(14) Nominating 


To nominate members to be voted upon 
at election for 1943 officers as prescribed by 
the Constitution and By-Laws. 

Howard T. Hovde, Chairman, University of 

Pennsylvania, Philadelphia, Pennsylvania. 
Archibald M. Crossley, Crossley, Inc., 330 

West 42nd Street, New York City. 

D. J. Duncan, School of Commerce, North- 
western University, Evanston, Illinois. 


(15) Occupational Classifications 


To study present practices in the use of 
occupational classifications in marketing and 
recommend standard procedures in tabula- 
tion, uses and presentation. 

Donald M. Hobart, Chairman, Division of 
Commercial Research, Curtis Publishing 
Company, Independence Square, Phila- 
delphia, Pa. 

D. E. Robinson, Pedlar and Ryan, 250 Park 
Avenue, New York City. 

Paul W. Stewart, Paul W. Stewart Asso- 
ciates, Inc., 9g Rockefeller Plaza, New York 
City. 

Raymond A. Robinson, Crowell Publishing 
Company, 250 Park Avenue, New York 
City. 


Non-member—Consultant 

Alba M. Edwards, Bureau of the Census, 
Washington, D. C. 

(16) Planning in Marketing 


To study and report ways and means by 
which the A.M.A. can contribute to and take 
a central place in economic planning insofar 


as marketing is concerned; to discover, 

evaluate and report outstanding examples of 

sound plans being laid by individual con- 
cerns and associations for marketing during 
and after the war. 

Ross Cunningham, Chairman, Massachu- 
setts Institute of Technology, Cambridge, 
Massachusetts. 

Howard T. Hovde, University of Pennsy]- 
vania, Philadelphia, Pa. 

Wroe Alderson, Curtis Publishing Company, 
Independence Square, Philadelphia, Pa. 
V. H. Pelz, General Foods Sales Company, 
Inc., Postum Building, New York City. 
Donald R. G. Cowan, Republic Steel Corp., 

Republic Building Cleveland, Ohio. 

Arthur C. Nielsen, A. C. Nielsen Company, 
2101 Howard St., Chicago, Illinois. 

Arthur R. Upgren, Bureau of Foreign and 
Domestic Commerce, Department of 
Commerce, Washington, D. C. 


(17) Prices and Price Control 


To study the principles, problems and 
practices of pricing and price control and to 
recommend sound principles and procedures 
therein. 

Theodore N. Beckman, Chairman, Ohio 
State University, Columbus, Ohio. 

Ewald T. Grether, University of California, 
Berkeley, California. 

W. H. S. Stevens, Bureau of Statistics, Inter- 
state Commerce Commission, Washing- 
ton, D. C. 

Charles F. Phillips, Office of Price Adminis- 
tration, Washington, D. C. 


(18) Professional Standards and Status 


To formulate standards governing profes- 
sional competence and ethics in the field of 
marketing; after its report on standards is 
accepted to prepare proposals for implement- 
ing and enforcing such standards. 

V. H. Pelz, Chairman, General Foods Sales 

Co., Postum Bldg., New York City. 
Hugh E. Agnew, New York University, 

Washington Square East, New York City. 
Wroe Alderson, Curtis Publishing Company, 

Independence Square, Philadelphia, Pa. 
R. S. Alexander, Columbia University, New 


York City. 
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R. A. Balzari, McGraw-Hill Publishing Co. 
of California, 68 Post St., San Francisco, 
Calif. 

Theodore N. Beckman, Ohio State Univer- 
sity, Columbus, Ohio. 

Paul T. Cherington, McKinsey & Company, 
Two Wall St., New York City. 

Fred E. Clark, School of Commerce, North- 
western University, Evanston, Illinois. 

Paul D. Converse, University of Illinois, 
Urbana, Illinois. 

Donald R. G. Cowan, Republic Steel Corp., 
Republic Bldg., Cleveland, Ohio. 

David R. Craig, American Retail Federa- 
tion, 1627 K St., NW, Washington, D. C. 

Archibald M. Crossley, Crossley, Inc., 330 
West 42nd St., New York City. 

D. J. Duncan, School of Commerce, North- 
western University, Evanston, IIl. 

Robert F. Elder, Lever Brothers Company, 
so Memorial Drive, Cambridge, Mass. 
Ewald T. Grether, University of California, 

Berkeley, California. 

Nathaniel H. Engle, University of Washing- 
ton, Seattle, Washington. 

Albert Haring, School of Business, Indiana 
University, Bloomington, Ind. 

Howard T. Hovde, University of Pennsyl- 
vania, Philadelphia, Pa. 

William H. Lough, Trade-Ways, Inc., 285 
Madison Ave., New York City. 

Edmund D. McGarry, University of Buffalo, 
Buffalo, New York. 

H. H. Maynard, Ohio State University, 
Columbus, Ohio. 

Arthur C. Nielsen, A. C. Nielsen Co., 2101 
Howard St., Chicago, Illinois. 

Paul H. Nystrom, Columbia University, 
New York City. 

James L. Palmer, Marshall Field & Com- 
pany, State and Randolph Streets, Chi- 
cago, Illinois. 

Frank M. Surface, Standard Oil Company 
of N. J., 26 Broadway, New York City. 

Harry R. Tosdal, Harvard University, Sol- 
diers Field, Boston, Mass. 

Roland S. Vaile, University of Minnesota, 
Minneapolis, Minn. 

Wilford L. White, Bureau of Foreign and 
Domestic Commerce, Department of 
Commerce, Washington, D. C. 


Vergil D. Reed, Bureau of the Census, De- 
partment of Commerce, Washington, D. 
wd 

Ferdinand C. Wheeler, Association of Food 
Distributors, 100 Hudson St., New York 
City. 


(19) Publications 


To record developments and progress in 
marketing through the publication of THE 
JOURNAL OF MARKETING. 

Ewald T. Grether, Chairman, University of 
California, Berkeley, Calif. 

Reavis Cox, Office of Production Manage- 
ment, Washington, D. C. 

Robert N. King, Batten, Barton, Durstine 
& Osborn, Inc., 383 Madison Avenue, New 
York City. 

Roland S. Vaile, University of Minnesota, 
Minneapolis, Minnesota. 


(20) Representative to Joint Committee on 
Local Arrangements—Allied Social Sci- 
ence Associations 


Ralph C. Greiner, McGraw-Hi!l Publishing 


Co., 1510 Hanna Building, Cleveland, 
Ohio. 


(21) Teaching Materials 


To search out, collect and disseminate 
suitable material for class use and to assure 
mailing to teaching members by the Associa- 
tion or by cooperating organizations. 

Ralph F. Breyer, Chairman, Wharton 
School, University of Pennsylvania, Phila- 
delphia, Pennsylvania. 

Robert R. Aurner, 418 Sterling Hall, Uni- 
versity of Wisconsin, Madison, Wisconsin. 

Charles E. Bellatty, Boston University, Bos- 
ton, Mass. 

S. R. Bernstein, Advertising Age, 100 E. 
Ohio St., Chicago, Illinois. 

J. E. Brennan, Outdoor Advertising, Inc., 
60 East 42nd Street, New York City. 

Lawrence C. Lockley, Curtis Publishing 
Company, Independence Square, Phila- 
delphia, Pa. 

Alfred T. Falk, Advertising Federation of 
America, 330 W. 42nd St., New York City. 

J. Frederick Dewhurst, Twentieth Century 
Fund, 330 West 42nd St., New York City. 
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Carl W. Dipman, The Progressive Grocer, 161 
Sixth Avenue, New York City. 

B. R. Canfield, Sales and Advertising De- 
partment, Babson Institute, Babson Park, 
Mass. 


CONSERVATION OF SCHOLARLY 
JOURNALS 


The American Library Association created 
last year the Committee on Aid to Libraries 
in War Areas, headed by John R. Russell, the 
Librarian of the University of Rochester. 
The Committee is faced with numerous seri- 
ous problems and hopes that American schol- 
ars and scientists will be of considerable aid 
in the solution of one of these problems. 

One of the most difficult tasks in library 
reconstruction after the first World War was 
that of completing foreign institutional sets 
of American scholarly, scientific, and techni- 
cal periodicals. The attempt to avoid a dupli- 
cation of that situation is now the concern 
of the Committee. 

Many sets of journals will be broken by 
the financial inability of the institutions to 
renew subscriptions. As far as possible they 


will be completed from a stock of periodicals 
being purchased by the Committee. Many 
more will have been broken through mail 
difficulties and loss of shipments, while still 
other sets will have disappeared in the de- 
struction of libraries. The size of the eventual 
demand is impossible to estimate, but re- 
quests received by the Committee already 
give evidence that it will be enormous. 

With an imminent paper shortage, at- 
tempts are being made to collect old periodi- 
cals for pulp. Fearing this possible reduction 
in the already limited supply of scholarly and 
scientific journals, the Committee hopes to 
enlist the cooperation of subscribers to this 
journal in preventing the sacrifice of this 
type of material to the pulp demand. It is 
scarcely necessary to mention the apprecia- 
tion of foreign institutions and scholars for 
this activity. 

Questions concerning the project or con- 
cerning the value of particular periodicals to 
the project should be directed to Wayne M. 
Hartwell, Executive Assistant to the Com- 
mittee on Aid to Libraries in War Areas, 
Rush Rhees Library, University of Roches- 
ter, Rochester, New York. 








